e a—-«»AppFeved +ForRelease-2001/65/23+-ClA-RDP81S00999R000100120001-9" "~ ‘;’ -




STATINTL
Approved For Release 2001/05/23 : CIA-RDP81S00999R000100140001-9

Next 1 Page(s) In Document Exempt

Approved For Release 2001/05/23 : CIA-RDP81S00999R000100140001-9



S b

i

: CIA

5/23

L]

5

Approved For Relea



Approved For Release 2001/05/23 : CIA-RDP81S00999R00 01-9

D SOCIAL

Approved For Release 2001/05/23 : CIA-RDP81S00999R000100140001-9



Approved For Release 2001/05/23 : CIA-RDP81300999R000100140001-9

BOOKS FROM THE CENTER FOR INTERNATIONAL STUDIES

PUBLISHED BY THE FREE PRESS The Center for International Studies

HANDBOOK FOR INDUSTRY STUDIES d ACHUSETTS INSTITUTE OF TECHNOLOGY
by Everett E. Hagen
THE JAPANESE FACTORY: &:pocts of Its Secial D-ganizztian

by James C.. Abegglen

CHANGING IMAGES OF AMERICA: A Study of Indian Students' Perceptions
by George V. Coelho

INDUSTRIAL CHANGE IN INDIA: Industrial Growth, Capital Requirements, and
Technological Change, 1937-1955
by George Rosen

THE PASSING OF TRADITIONAL SOCIETY: Modernizing the Middle Eost

;alz::l;: b:::r“:;.v)h Lucifle W. Pevsner. {Co-sponsored by The Bureau of Applied Social Research, Ghln‘d ’5 Gros S Na tional Product
and Social Account
1950-1957

CHINA'S GROSS NATIONAL PRODUCT AND SOCIAL ACCOUNTS: 1950-1957
by William W. Hollister

INDUSTRIAL GROWTH IN SOUTH INDIA: Case Studies in Economic Development (forthcoming}
by George B. Baldwin

MARKETING IN AN UNDERDEVELOPED ECONOMY: The North Indian Sugar Industry

(forthcoming)
by Leon Hirsch

OTHER BOOKS FROM
THE CENTER FOR INTERNATIONAL STUDIES

THE DYNAMICS OF SOVIET SOCIETY
by W. W. Rostow, Alfred Levin, ond Others, Norton, 1953; Mentor Books, 1954
THE PROSPECTS FOR COMMUNIST CHINA
by W. W. Rostow and Others, Technology Press of MIT and John Wiley, 1954.
NINE SOVIET PORTRAITS
by Roymond A. Baver and Edward Wasiolek, Technalogy Press of MIT and John Wiley, 1955.
AN AMERICAN POLICY IN ASIA
by W. W. Rostow and Richard W. Hatch, Technology Press of MIT and John Wiley, 1955.
MOSCOW AND THE COMMUNIST PARTY OF INDIA
by John H. Kautsky, Technology Press of MIT and John Wiley, 1956,
A PROPOSAL: Key to an Effective Foreign Policy
by M. F. Millikan and W. W. Rostow, Harper, 1957.
FRANCE DEFEATS EDC
by Danie! Lerer and Raymond Aron, Praeger, 1957. (Published os La Querelle de la C.E.D.,
Armand Colin, Paris, 1956.)
THE ECONOMICS OF COMMUNIST EASTERN EUROPE
by Nicolas Spulber, Technalogy Press of MIT and Joha Wiley, 1957,
SOVIET EDUCATION FOR SCIENCE AND TECHNOLOGY
by Alexander G. Korol, Technology Press of MIT and John Wiley, 1957.
TNDONESIA’S ECONOMIC STABILIZATION AND DEVELOPMENT
by Benjomin Higgins, Institute of Pacific Relations, 1957.
FORGING A NEW SWORD: A Study of the Department of Defense
by Williom R. Kintner, with Joseph . Coffey and Raymond J. Aloright, Horper, 1958,
SCRATCHES ON OUR MINDS: American Images of China ond Indio
by Harold R. lsaacs, John Day, 1958.
THE INFLATIONARY SPIRAL: The Experience in China, 1939-1950
by Chang Kia Ngav, Technology Press of MIT and John Wiley, 1958.
THE AMERICAN STYLE: Essays in Value and Performance
edited by Elting €. Morison, Harper, 1958
JAPANESE POPULAR CULTURE: Some Studies in Mass Communication and Cultural Change
Made at the Institute of Science and Thought, Japen
edited and transiated by Hidetoshi Kato, Charles E. Tuttle, Tokys, 1958.

by William W. Hollister

The Free Press, Glencoe, Illinois

Approved For Release 2001/05/23 : CIA-RDP81§00999R000100140001-9




Approved For Release 2001/05/23 : CIA-RI§P81S00999R000100140001-9

Copyright © 1958 by The Massachusetts Institute of Technology
Printed in the United States of America
Designed by Sidney Solomon
Library of Congress Catalog Card Number: 58-13994

Chapter
1

CONTENTS

FOREWORD
PREFACE
A NOTE ON METHODOLOGY

A NOTE ON SOURCES

THE FUNCTIONING OF THE CHINESE
ECONOMY, 1950-1957

Aggregate Output
Uses of Gross Output
Distribution of Gross Income

CHINA'S GROSS NATIONAL INCOME AND
PRODUCT IN CURRENT PRICES, 1950-1957

THE AGRICULTURAL BUSINESS SECTOR
ACCOUNT
Total Sales by the Agricultural Sector

Gross Value of Agricultural Products, 1952
Gross Value of Farm Production, 1950-1957

Farm Production Costs and investment
Purchases

Purchases of "Production Materials" from the
Nonagricultural Sector

[v]

Approved For Release 2001/05/23 : CIA-RDP81S00999R000100140001-9

xiii

xv

xvii

15
17
17

23
26

26




Approved For Release 2001/05/23 : CIA-R bP81S00999R000100140001-9
[vil [vii]
Chapter Chapter
Infmse;:'for Production Costs and investment 1. From Agriculture 68
Purchases 29 2. From Abroad 68
1. Total Production Costs and Investment 3. From Government 68
Purchases and Their Breakcdown by Charges against Nonagricultural Gross Product 68
Sectors, 1952 30 1. Compensation of Employees 68
2. Intrasector Production Costs and Investment 2. Rental Income 80
Purchases, 1950-1957 33 3. Consumer Service Occupations 81
Rent and Consumer Services 2 4. EGr;)ss |I"ICOme of Nonagricultural Nonstate o
nterprises
Derivation of Estimates of Total Sales 35 5. Income of State Enterprises 88
Sales to the Nonagricultural Sector 35 s ‘I)n‘direchuxes ;g
. Discrepanc
Sales to Households 37 paney
Farm Home Consumption of Commodities 37 5 THE HOUSEHOLD SECTOR ACCOUNT 96
House Rent and Consumer Services 38
6 THE GOVERNMENT SECTOR ACCOUNT 101
4 THE NONAGRICULTURAL BUSINESS SECTOR .
ACCOUNT 3 Government Receipts . 101
Sales by the Nonagricultural Business Taxes . 101
Sector 3 Nontax Receipts 106
Agricultural Tax and Nontax Receipts 107
Sales to IHousehoh:ls 42 Nonagricyltural Nonstate Tax and Nontax
1. Sales of Goods to Households 42 Receipts 110
2. Sales of Rental Services and Construction State Enterprise Taxes m
Mufrr}iﬂls q:,:| Component to Nonagricul- Indirect Taxes m
tural Households 46 Miscellaneous Receipts i
3. Salles olf Consumer Services by Nonagri- Gain or Loss from Resales of Tax Collections in
cultural Occupations 49 Kind 111
Sales to the Agricultural Sector 50 1. Government Receipts from Resales of Tax
gulles -‘obGo;ernmen' 51 Collections in Kind H2
ales Abroay 51 2. Gain or Loss from Resales and Changes in
Sales to Business and Government on Capital Stocks d 114
Account 52
1. State Investment 52 Govt?rnmenf Purchases of Goods and
2. Nonstate Investment 59 Services 1
3. Increases in Inventories 61 Compensation of Employees nz
Purchases and Charges for the Non- ; g;;\'h‘z Perscnre| :Z
agricultural Business Sect 68 ¥ e Tersonne
9 v gcter Purchases of Goods and Business Services 120
Purchases from Other Sectors 68 Transfer Payments 123
Approved For Release 2001/05/23 : CIfFRDP81S00999R000100140001-9




[viii]

Chapter

Approved For Release 2001/05/23 : CIA

Interest Paid
Surplus on Current Account

GROSS SAVING AND INVESTMENT
GROSS NATIONAL PRODUCT AT 1952
CONSTANT PRICES

Consumption Expenditures

Imputed Farm Home Consumption and Farm
House Rent

Retail Sales and Nonagricultural Consumption
Expenditures

Government Purchases

Net Foreign Investment

Gross Domestic Investment

VALUE OF THE GROSS NATIONAL PRODUCT
FOR 1952 AND 1955 IN US DOLLARS
Methodology

Comparison of Consumption
Expenditures

Comparison of Government Purchases

Comparison of Investment Expenditures

Summary of Comparison between the
GNP of Communist China and the
GNP of the United States

Valuation of China's 1955 GNP in
1955 US Prices

APPENDIX: DIRECT VALUATION OF
AGRICULTURAL PRODUCTION, 1952

INDEX

124
125

127

130
130

130

131
131
132
133

138

138

141
145
145

149

153

Approved For Release 2001/05/23 : CI4

LDP81 S00999R000100140001-9

TABLES

SECTOR ACCOUNTS
Gross National Income and Product,
1950-1957

The Agricultural Business Sector,
1950-1957

The Nonagricultural Business Sector,
1950-1957

The Household Sector, 1950-1957
The Government Sector, 1950-1957
Gross Saving and Investment, 1950~
1957
TABLES
ross Nationa! Product of Communist Ching,
1950-1957

Value of Output in Major Agricultural Sectors,
1952

Farm Purchases of Production Materials, 1952~
1956

Chinese Communist Official Figures on Gross
Value and Net Value of Agricultural Production,
1952

Change in Inventories, 1950-1957
[ix]

RDP81S00999R000100140001-9

98
102

128

20

28

31
62




P—

Approved For Release 2001/05/23 : CIA-RDP&1S00999R000100140001-9

[x] [xi]
6 Number and Wages of Workers and Clerical Staff FIGURES
in the Socialized Sector, Communist China, 1952 70
7 Total Employees in the Nonagricuttural Business 1 Percentage Distribution of Gross National Product
Sector and Government, 1950-1957 74 by End-Use, Communist China, 1950-1957 6
8 R f State Ent . P . 2 Percentage Distribution of Gross Income af
Toml Seen Tosoorony and Proportion of a2 Factor Prices, Communist China, 1950-1957 9
9 Income and Taxes of Nonstate Enterprises,
1950-1957 88
10 Income Originating in Individual Handicrafts,
Native Transportation and Handling Services,
and Peddlers, 1950-1957 90
1 Budget Revenue Other than Taxes and State
Profits and Depreciation Allowances, 1950-1957 108
12 Government Receipts from Resales of Tax
Collections in Kind, 1950-1957 114
13 Gain or Loss from Resales of Tax Collections in
Kind and Changes in Stocks, 1950~1957 16
14 Gross National Product of Communist China in
Constant 1952 Prices, 1950-1957 132
15 Index of Wage Trends and Price Index, 1950-1957 134
16 Completed Investment Expenditures in Current
and 1952 Constant Prices, 1950-1952, 19564 135
17 Comparison of Expenditures for Consumption in
Communist China and the United States in 1952 142
18 Comparison of Purchases by the Governments of
Communist China and the United States in 1952 142
19 Comparison of Investment Expenditures by
Communist China and the United States in 1952 144
20 Comparative Value of Chinese and US Gross
National Product in 1952 146
21 Valuation of Communist China's GNP in Terms
of US Prices in 1955 146

Approved For Release 2001/05/23 : CIA-RE¥P81500999R000100140001-9




Approved For Release 2001/05/23 : CIA-RDP81S00999R000100

FOREWORD

One focus of the research program of the Center for Inter-
national Studiesduringthe past half-dozen yearshasbeen the economic
and political development of Communist China and the significance of
that development for the United States. Between 1954 and 1958 the
Center has sponsored the publication of four books in this area: The

Prospects for Communist China, by W. W. Rostow and others; An Ameri~

can Policy in Asia, by W. W. Rostow and Richard W. Hatch; Scratches

on Our Minds: American Imagesof China and India, by Harold R. Isaacs;

and The Inflationary Spiral: The Experience in China, 1939-1950, by

Chang Kia Ngau. We are pleased to add a fifth work, Mr. Hollister's
study of the gross national product and social accounts of China during
the period 1950-1957.

Although Mr. Hollister's research was not done under Center aus-
pices, we are glad to be able to sponsor publication of his book, which
isof too specialized interest toobtain commercial publication. We feel
certain that it will be of great value to many students of Communist
China and of economic development; it has already proven useful to us
in our comparative studies of the Chinese and Indian economies.

A notable feature of Mr. Hollister's study, the construction of a
partial set of sector accounts, was accomplished by a tremendous volume

[xiii]
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[xiv]

of painstaking work and the exercise of great ingenuity inanalyzing the

relationships among data available from various sources. We believe

that his study increases greatly our knowledge of the operation of the

Chinese economy.

PREFACE
Max F. Millikan, Director
Center for International Studies

Cambridge, Massachusetts

August 1958

Thisbook is intended for those who are concerned with meas—
uring the national output of Communist China, the different uses for
this output, and the distribution of income involved in its production.
The years covered include the period from 1950, the first full year after
Communist control over the mainland, fo 1957, the last year of the First
Five Year Plan. It is hoped that many concerned with analyzing speci-
fic economic questions will find the national accounts presented useful
in relating specific economic activities to developments in the econ-
omy as a whole. Some of the data in discussions of methodology are re-~
lated only to estimates of components in the accounts but warrantanalysis
of their significance apart from their importance for the accounts.

An undertaking of this magnitude is possible only with the encour-
agement and the assistance of many people. Those who have helped me
in the process of working on the material presented are too numerous to
mention in detail. However, I wish in particular to thank Philip L.
Bridgham, who has given generously of his time and knowledge to help
me in exploring the intricacies of the official statistics. Also, | wish to
thank Professor Everett E. Hagen of the Center for International Studies
at the Massachusetts Institute of Technology, Cambridge, Massachusetts,
for his encouragement and for his efforts in improving the estimates

[xv]
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and, even more in improving the clarity of the presentation.
The generous assistance | have received has eliminated some errors

and many obscurities in the presentation, but I must take full responsi-

bility for any errors and obscurities that remain. A NOTE ON METHODOLOGY
William W. Hollister
Washington, D. C.
April 25, 1958

The series of national accounts for Communist China presented
in this study is a formidable undertaking. The author can say that he
has spared no effort inmaking the best estimates that present knowledge
of the Chinese economy permits. The reader, however, may well raise
two questions: first, he may ask whether it is possible to produce a set
of national accounts such as those presented in this book with sufficient
reliability to permit their use in economic analysis. In answering this
question, it is important fo realize that the estimates presented heredo

not purport to have the degree of precision and cross—checkingof indi-

vidual components of the accounts that is possible for Western countries
and for Japan. The estimatesdoaim at recording the economic situation
in Communist China as it actually exists, but the output as measured
reflects the impact of Communist price policies and other economic
policies, the most important of which probably are the high valuation
placed on output of heavy industry and the heavy commodity taxes placed
on industrial consumer goods.

Since output of producers' goods was expanding relative to other

output, overpricing of producers' goods would result in overstatement
of the rate of growth. There is no positive evidence of overpricing,
and the cruder Soviet errorsin this respect have been avoided, but it is

[xvii]
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possible that overpricing occurred. The effect of relatively high prices
for producers' goads on the growth rate can be judged by making an al-
ternative estimate, i.e., by applying the growth rate for each major
component of GNP in constant 1952 yuan shown in Table 20, page 146,
to the valuation of that component in US 1952 prices. This procedure,
by reducing the relative value of the rapidly growing component, indi-
catesanaverage annual rate of growth for the period 1952 through 1957
that is about 1.5 per cent lower than the rate shown in Chinese prices.
(See Table 1.) However, since the true relative prices of producers'
goods in China were certainly much higher than in the United States,
this procedure overstates the maximum possible error due to overvalua-
tion of preducers' goods.

Except for the estimates of indirect taxes, no adjustment in factor
paymentsorin prevailing market prices are made to insure comparabil-
ity with economies operating withina framework of economic institutions
such as those of non-Communist countries. Furthermore, the estimates
made in a study of this kind do not attempt to assess either the wisdom
or folly of the existing allocations of economic resources or the many
social and political consequences which follow from the Communist
system of economic organization.

Once these limitations are recognized, it is argued that the esti-
mates presented are relatively reliable in comparison with countries in
a similar state of economic development and with the system of statis-
tical reporting that relates to sucha stage of economic development.

Since these estimates depend in large part on the use of data to be
found in official Chinese Communist speeches and publications, this
brings us to the second question, whether it is possible to use official

Chinese Communist statistics with any confidence in the results. In

Approved For Release 2001/05/23
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answering this question, we must start with the framework used in this
study . Data in official Communist statistics are ysed only after they
have been compared with other Chinese data for internal consistency
and, to the limited extent possible, with independent evaluations of
trends in the Chinese economy. The general result of this process is that:
(1) substantial changes are made in the estimated trendsof agricultural
production for basic food crops in view of exaggerated claims for in—
creases in agricultural output in the period from 1950 to 1954, (2) reli-
ance is placed on subaggregate figures in the official statistics, rather

than on over-all figures for "national income" in the Communist con—
cept or figures for "consumption and "accumulation” in the Communist
concepts of the terms, and (3) data from official statistics are used only
afteranalysis of both the classification systembeingusedand the nature
of the data indicates that they are appropriate for the specific compo-
nents in the accounts.

This brings us to the question of the general reliability of official
Chinese Communist statistics. The following conclusions are presented
for what they are worth and as a background in evaluating the estimates
given in this study. First, the official reports give no evidence of de-
liberate efforts to falsify data. However, the context and the interpre-~
tations placed on the statistics are very often distorted and must be dis-

regarded to avoid misl

ding conclusions. Much of the data that can
be found in the official reports do not make good propaganda, and data
giving unfavorable conclusions as to economic trends can be found in
juxtaposition with data presenting results the Communists consider fav-
orable. When data are too unfavorable to the Communist leaders, the
standard treatment in the official statistics isto omit them from the pub-

lished reports entirely, leaving us with troublesome gaps in the reporting

DP81S00999R000100140001-9
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system and not with fabricated data to take their place.

Second, the official statistical reporting system is an integral part
of the Chinese Communist system of economic controls and in the years
1950 through 1956 was also an integral part of the established policy
of bringingall economic activitiesunder the control of state enterprises
or of cooperatives and joint state-private enterprises directly under
state control. Furthermore, the development of the official system of
statistical reports is associated with the establishment in 1950 of a high
rate of taxes extending over the economy as a whole.

This situation, unlike that in non-Communist countries, has two im-
plications. Since official statistics need to be used in making many
allocations of resources that elsewhere are left to free market forces
and to other economic institutions in a free society, successful imple-
mentation of the official policies of economic contro! over the coun-
try's resources, of effective limitation on consumption, and of operating
a planned economy was possible only with the development of adequate
statistics. The second implication is that official statistics, at least in
the unpublished versions available to the Communist planners, are more
reliable and complete in those areasof the economy where the state has
direct control.

The third conclusion follows from the two conclusions given above.
The difficulties faced when using the official statistics are with some
important exceptionsdue to the general difficulties of developing ade~
quate statistics in a country such as China, the doctrinaire forms in
which they are collected and used, the frequent gaps in the data pre-
sented, and the general tendency to give data without reporting the
detailed reports and the detailed methodology on which the over-all

figures are based. In other words, the official statistics, published and
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unpublished, particularly in the years from 1950 through 1953, do not
have adequate coverage for the economy as a whole. Agriculture is
the leading example, and even where data are available to the official
statistical organs they are often released with misleading interpretations
of their significance and in summary form without the detail and the
supporting data needed to interpret them.

Many of the missing details of the Communist system of statistical
reporting are now available, and for this book every attempt has been
made to use the official statistics carefully and after full recognition
of their limitations. A fuller discussion of the degree of reliability of
each of the components is made in the textual discussion. The results
are judged to be reasonably reliable with only the range of error to be
expected for an economy such as that of mainland China. The informed
and careful reader will, of course, make his own judgment of the results.

This book has incorporated many revisions of the estimates as new
data have become available. It was not possible to incorporate any
data after March 31, 1958, and the estimates therefore represent the
best estimates that could be made as of that date.

The textual discussion in Chapters 2 through 8 describes the basis
for the specific estimates that are made in this book. However, it is
well to state at the outset the general approach used in arriving at
these estimates of China's gross national product (GNP).

Any of three general methods may be used to derive estimates of a
country's gross national product. First, if estimates of the gross vaive
of fhe’pr‘oducfs of each sector producing goods and services can be
made, together with estimates of the sector's purchases of raw materials,
fuel, and other costs of production, then, by subtracting the purchases

from the sales, the gross income originating in each producing sector

DP81S00999R000100140001-9
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is obtained. A second approach is to estimate directly total income
originating by distributive shares, i.e., wages, profits, capital con-
sumption allowances, and other forms of income plus indirect business
taxes. In practice this procedure involves estimating the distribution
of the total labor force by occupation, the average wage (or average
disposable income) per worker or individual enterpreneur by occupa-
tion, and the taxes, undistributed profits, capital consumption allow-
ances, and other business savings in the economy. These two methods
require detailed information regarding the economy which is not pres-
ently available for China, and the third method was used to derive the
basic estimate. However, a rough estimate of the distribution of income
by sectoral shares is arrived at independently.

The third method, used in this study, is to derive gross national
product as the sum of final sales, i.e., total purchases by consumers,
by government, and by productive enterprises on capital account, and
net sales abroad. Aggregate figureswhich facilitate such estimates are
available. Budget data and discussions of state investment in the First
Five Year Plan and other Communist publications provide information
on state expenditures for investment and government purchases of goods
and services. Data for retail sales provide the second main source for
estimates of final sales. With certain adjustments retail sales data pro-
vide an estimate of consumer cash purchases.

The components of GNP which can be estimated from budget ex-
penditures and retail sales data constitute about 55 per cent of the
estimated GNP of Communist China in 1952. Four important compo-
nents are missing: (1) the imputed value of farm home consumption;
(2) the value of house rent and consumer services; (3) agriculturaland
nonagricultural private investment; and, (4) increases in inventories of

both state and nonstate enterprises.

RE——

{xxiii]

An estimate of the imputed value of farm home consumption was
derived from estimates of the gross value of agricultural production,
intrasector costs of production, and farm sales to the nonagricultural
sector, including tax payments in kind. House rent and purchases of
consumer services were estimated from sample studies of rural and urban
per capita expenditures. The sample studies of rural per capita expen-
ditures were also used to estimate farm purchases of tools and related
agricultural investment expenditures. Private investment in the non-
agricultural sector is estimated to be small, but the basis for estimating
its size is far from satisfactory. Changes in inventories were estimated
on the basis of data showing changes in stocks of state trading enter-
prises, in the capital of private trading enterprises, and in the working
capita! of state industry. From these, estimates for total trade and in~
dustry were arrived at by various methods. The im‘pufed value of farm
home consumption and the estimate of increases in inventories (consti-
tuting, respectively, 32 per cent and nearly 4 per cent of the estimated
GNP in 1952) are probably the least reliable of the estimates for final
sales.

An estimate of gross product was derived from these estimates of
final sales. Utilizing lessaggregated data togetherwith those described
above, it was possible to deriveaschedule of charges against the gross
productand to subdivide the National Income and Product Account into
accounts for Agriculture, Nonagriculture, Household, Government,
and Saving and Investment.

The aggregate estimate for 1952 and sources, data, and individual
components of the total for thisyear have been roughly checked by the
use of other methods of estimation. The technique employed permitted
the construction of similar estimates of GNP for the years 1950, 1951,

and 1953-1957, except that some of the component data were not
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1

THE FUNCTIONING OF THE
CHINESE ECONOMY, 1950-1957

The chapters which follow present a detailed estimate of
Communist China's "social accounts" for the period 1950-1957. From
the estimates it is possible to draw important conclusions concerning
the operation of the Chiﬁese economy and changes in that economy

during the period. Salient facts concerning the level and trend of

China's aggregate output during the period, the uses to which it was

put, and the changing distribution of income in the economy are sum-

marized below.

Aggregate Output

Three major conclusions concerning aggregate output suggest them-
selves: its rapid rise during the period; its very low level, both in the
aggregate and per capita, relative to the United States; and the con-
ceptual impossibility of estimating precisely its ratio to output in the
United States.

Gross national product (GNP) in Communist China in 1950, valued
at constant 1952 market prices, was 55.0 billion yuan. In 1957 it was
102.4 billion yuan (see Table 1). The increase during the seven-year
period was 86 per cent, equal to an average rate of increase of 9.3

per cent per year. However, the increase was more rapid from 1950 to

(]
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[xxiv]
available for the years 1950 and 1951 and less direct methods had to be
used . For this reason, less canfidence can be placed in the results tor
these years. The estimates for 1953 to 1956 appear to be as reliable as
those for 1952. The 1957 estimate isbased on pretiminary Chinese esti-
mates of the various data for 1957; these figures may be revised later
in the official statistics. As is so frequently the case in estimates of
this nature, the probable margin of error in estimates for specific com-
ponents (with the exception of budget data and retail sales) is greater
than inthe over=all total. Some components whichwere estimated only
by rather elaborate and difficult procedures turned out to be minor in
magnitude. Examples are major repairs, nonstate investment, and non-
budget revenues of state enterprise. The procedures were necessary,
however, to determine the size. They also establish a framework for
improving the estimates as more data become available.

Tables presenting the Gross Nationa! Income and Preduct Account,
the five sector accounts, gross national product in constant 1952 prices,
and a comparison of aggregate output in China and the United States

appear in each section or chapter which explains its derivation.

1S00999R000100140001-9

A NOTE ON SOURCES

The source references given below and at the end of each
chapter are taken from many sources, but they group themselves into
the following categories.

First, we have the admirable series of translations by the American
Consulate General in Hong Kong. These translations are in three series:

(1) Survey of the China Mainland Press, abbreviated in the source ref-

erences as SCMP; (2) Current Background, giving key speeches and
documents, abbreviated in the source references as CB; and (3) Extracts

from China Mainland Magazines, giving important articles from various

economic journals, abbreviated in the source references as ECMM.
Another important source, the releases of the New China News
Agency, the official news agency, are abbreviated as NCNA.
In addition, there are Communis periodicais and newspapers. The
most important of these publicationsused as sources of data are T'ung-
chi Kung~tso (Statistical Work), abbreviated in the source refe;:

as TCKT, and T'ung—chi Kung-tso T'ung-hsun (Statistical Work Bulle~

tin) abbreviated in the source references as KTTH. Many articles ap-
pearing in Chinese Communist periodicals have been cited in transla-

tion in Extracts from China Mainland Magazines referred to above.

These three categories of sources comprise the bulk of the sources

used. Others when used are cited in full in the source references.

[xxv]
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Table 1

GROSS NATIONAL PRODUCT OF COMMUNIST CHINA,
1950 - 1957

(In Constant 1952 Prices)

Gross National Product

Percentage tndex of Per Capita
increase GNP, Assuming
over Population Growth at
Billions  Previous Index 2 Per Cent Per Year
Year of Yuan Year 1950=100 1950=100

1950 55.02 100 100
1951 62.85 14 114 112
1952 67.86 8 123 119
1953 77.06 14 140 132
1954 81.92 6 149 138
1955 85.41 4 155 141
1956 97 .21 14 177 157
1957 102.42 5 186 162

Source: For GNP, see Table 14. Indexes and percentages computed.

1953 than in later years. Between 1950 and 1953, as agricultural output
recovered, industrial output was restored, and unemployed or under-
employed workers were mobilized by the government for its administra-
tive, military, and investment programs, the average annual increase in
GNP was nearly 12 per cent. By this time much of the slack was out

of the economy, and the rate of increase fell sharply. The average rate
for the period 1953-1957 was about 7 per cent. Annual increases varied
greatly, mainly because of variations in agricultural output and the
effect of a varying output of industrial raw materials on the following

ear's industrial output.
Y

E
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China's GNP in 1955 was about 92 billion yuan (new currency) in
current prices. Since her population was about 600 million, her per
capita nutput was about 150 yuan. In the same year the United States
had a GNP of $391 billion; her per capita output was $2,360. At the
prevailing rate of exchange between the yuan and the dollar, China's
GNP was equivalent to $37 billion and her per capita output to 560.
These figures are 9.5 per cent and 2.5 per cent, respectively, of the
corresponding figures for the United States.

However, if China's GNP isvalued in dollars by pricing each type
of goods and services produced in China at the dollar price of similar
goods and services in the United States,” China's aggregate and per
capita GNP are much higher fractions of those in the United States.
On the other hand, if each type of output of the'United States is valued
at the prices prevailing for it in China, the Chinese figures are much
smaller fractions of the American. These comparisons are shown in the
tabulation below (derived from Table 21):

Comparative Output, China and
United States, 1955

Basis of Comparison
Pricing in Dollars Pricing in Yuan

Exchange Rate
Deollar
Value Per Cent Value Per Cent Value Per Cent

GNP {billions):
China 37 2.5 88 22.5 92

6.8
1,354 100.0

United States 391 100.0 391 100.0

Per capita

income (units):

China 60 2.5 145 6.1 150 1.8
United States 2,360 100.0 2,360 100.0 8,200 100.0

Of course, many types of goods and services produced in China are not
identical in nature to any produced in the United States and cannot be directly
priced in dollars. For these goods and services it is necessary to assume a price
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Thus the comparison in dollars and that in yuan yield strikingly dif-
ferent results. The former indicates a ratic of China's output to that of
the United States more than three times as large as the latter.

The reason for these wide differences is explained briefly in Chap-
ter 9. In a sense the comparison in dollars is an evaluation from the
American viewpoint, and the comparison in yuan is an evaluation from
the Chinese viewpoint. It is an economic truism that even from these
respective viewpoints the valuation in dollars overstates China's output
relative to that of the United States, while the valuation in yuan
understates China's relative output (see Chapter 9), but it is not pos-
sible to measure the degree of this theoretical overstatement and under-
statement. The maximum quantitative statement that can readily be
made, even assuming the complete accuracy of the statistics, therefore,
is that China's GNP in 1955 was between 6.8 and 22.5 per cent of
that in the United States, and that per capita output in China was at
least 1.8 per cent and not more than 6.1 per cent of that in the United
States. But even these statements set useful quantitative limits to any

analysis of relative output in the two countries.

Uses of Gross Output
The paragraphs below anclyze the changes during the period 1950~
1957 in the shares of GNP devoted to various uses. A constant share
of GNP devoted to a given use implies, of course, a rapidly increasing
absolute amount of expenditures for that use, since aggregate GNP was

rising rapidly.

in dollars which bears the same ratio to their price in yuan as does the American
price of other goods of the same general class fo the yuan price of identical goods
which are produced in China. The standard exposition of this sort of comparison
between countries is that given in Milton Gilbert and Irving B. Kravis, An Inter—
national Comparison of National Products and the Purchasing Power of their
Cirrencies, Organization of European Economic Cooperation, Paris, 1954.
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The shares which were devoted to given uses varied markedly, as
Figure 1 indicates. Government purchases of goods and services for
current uses (i.2., other than for capital formation) rose at about the
same rate as GNP and remained at about 11-12 per cent of GNP
throughout the period, except for the years 1951 and 1957. Increased
military expenditures in 1951, a result of the Korean war, caused the
percentage to rise to 13.4 in that year. It is surprising that the con~

| tinuation of these expenditures in 1952 did not cause the percentage
to remain high in that year. The budget figures from which the esti-
mates are derived may understate actual military expenditures in 1952,
either by inclysion of military construction items in the investment
category or by exclusion from budget expenditures of some Soviet mili-
tary aid in 1952. In 1957 the ratio of government purchases to GNP
was reduced significantly below the ratio in previous years.

Gross domestic investment rose from 9.0 per cent of GNP in 1950
to 17.8 per cent in 1954. The proportion then declined somewhat in
1955 and 1956, but rose to 20 per cent in 1957 because of very large
investment in inventories fo offset their depletion during 1956. A fea-
ture of the growth of investment has been the rise in budgeted state

investment exclusive of increases in inventories. From approximately

; 3 per cent of GNP in 1950, state investment rose to more thon 12 per

cent in 1954. The percentage declined somewhat in 1955, rose further
to 15 per cent in 1956, but declined to 13 per cent in 1957. State in=
vestment expenditures were allotted primarily to expanding the output
of the relatively modern sector of the economy; they included relatively
little investment in agriculture.

Although the estimates of nonstate and agricultural investment and
increases in inventories are the most uncertain of the expenditure esti-

mates, investment of these three types does not appear to have increased
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Figure 1 as fast as GNP, Combined, they averaged 6.5 per cent of GNP in
PERCENTAGE DISTRIBUTION OF GROSS NATIONAL PRODUCT 1950 through 1953 and only 4.6 per cent in 1954 through 1957.

BY END-USE, COMMUNIST CHINA
A small share of the domestic investment and government purchases

was financed by an inflow of capital in the period 1950-1955. The excess

of purchases from abroad over sales to abroad during these years aver—
aged 1 percent of GNP. This excess must have been financed either by
drawing down foreign balances or by loans or grants from abroad (pre-
dominantly from the Soviet Union). By 1956, however, net foreign aid
was negative. Repayments on foreign Ioans and foreign aid exceeded
foreign credits received by China, and to make them China was forced
to export more than she imported. This was also true in 1957.

The sharp rise of investment asaper cent of GNP was necessarily bal-
anced by acorresponding fall in the ratio of consumption expenditures fo

GNP (since the ratio to GNP of government expenditures for current pur-

poses remained approximately constant). The ratio of consumer expendi-
tures to GNP was 80 per cent in 1950, fell to 71 per cent by 1954, rose
slightly to 73 percent in 1955and 1956, and declined again to about 70

per cent in 1957. The absolute level of aggregate consumer expenditures,

however, rose by about 60 per cent between 1950 and 1957. (See Table 14.)

1950 1951 1952 1953 1954 1955 1956 1957

Consumption  79.8 76.9 74.8 72.5 70.9 73.3 72.8 £9.8

Government The savings necessary to finance the rapidly rising volume of invest-
purchases 10.9 13.4 11.7 12.4 11.7 11.7 1.1 9.8

Distribution of Gross Income

ment were obtained predominantly from increased profitsand capital con-
Gross domestic

investment 9.0 11.3 14.9 16.3 17.8 16.2 15.8 20.0 sumption allowances of state enterprises. Total domestic saving {the sum

Net foreign of Gross Domestic Investmentand Net Foreign Investment in Figure 1)
investment +0.3 -1.6 -1.4 -1.2 -0.4 -1.2 +0.3 +0.4 rose from 9.3 percent of GNP in 1950 to 20.4 per cent in 1957. State

GNP 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.C enterprise profits plus their capital consumption allowances and major re-

pair funds increased from less than 3 per cent of GNP in 1950 tomore than
N :
ource: Computed from Table 1. 13 percent in 1956and 1957. (See Tables land V1.) According to budget
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data, the government surplus on current account, excludingreceipts from Figure 2
bond sales, also increasedasa percentage of GNP, with the result that PERCENTAGE DISTRIBUTION OF GROSS INCOME AT FACTOR

. . PRICES, COMMUNIST CHINA
the gross state enterprise savings plus this surplusrose from 3 percent of

GNP in 1950 to more than 15 per cent in 1955 and 1956, and to nearly

[
17 per cent in 1957, A direct estimate of personal saving, including at of totd

saving of nonstate enterprises, indicates that private and personal sav-
ing remained between 3 and 4per cent of GNP throughout 1950 to 1955
(see Table V), declined to 2 percent in 1956, and rose to 5 per cent in
1957. Since the discrepancy between estimates for gross product and for
gross income isplus 5 per cent in 1950 and isbetween minus 6 and minus
4 per cent for 1952, 1953, and 1955, these estimates are subject to a
considerable margin of error. (See Table I} However, the figures prob-

ably reflect the actual trends in domestic saving.

The ratio of consumer expenditures to GNP fell because consumer

incomes were held down by government measures. Anincreasing share

of income was channeled into profits of state enterprises to finance

state investment. One important factor in this increase was the rapid ‘

expansion of state trade. There was a large increase both in the share

of agricultural marketing controlled by state agencies and in the share 1950 1951 1952 1953 1954 1955 1956 1957

of total agricultural production marketed. State control over commer~ Agricultural

income 70.4 61.2 57.7 53.6 51.3 51.6 49.8 49.8
cial trade other than in agricultural products also increased. State
Compensation

enterprises controlled only 16 percent of all commercial trade turnover of employees 11.0 14.2 15.7 16.3 16.4 16.5 19.2 19.8

in 1950, but 60 per cent in 1955. The share of agricultural output (ex- Income of nonstate

cluding intrasector production costs) sold to the nonagricultural business enterprises 14.4 16,7 16.1 17.5 17.4 15.9 14.2 13.6
sector rose from 33 per cent in 1950 to about 40 per cent in 1954 and Income of state

enterprises 4.2 7.9 10.5 12.6 14.9 16.0 16.8 16.8

stayed at this level through 1957. (See Table |1 B] -

The second factor tending to increase the aggregate income of state TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

enterprises was the rapid increase in industrial output, particularly output Source: Computed from Table 1.

CIA-RDP81S00999R000100140001-9
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of state industrial enterprises, combined with the action of state agencies
in buying agricultural products at prices that were low relative to prices
for industrial products, and in holding down labor costs. By increasing
profit margins for industrial products, state industrial enterprises were
able to remit large profits to the state for investment purposes. Of lesser
quantitative importance were high commodity taxes which permitted an
increasing surplus of government receipts over government expenditures
for current purposes.

These policiesand the faster rate of increase of industrial output than
of agricultural output are reflected in the percentage distribution of
gross income received by various sectors of the economy shown in Figure
2. The data are for gross income net of indirect taxes. The net income
plus capital consumption allowances of state enterprises rose from abcut
4 per cent of GNP in 1950 to about 17 per cent in 1956 and 1957. De-
spite rapid increases in output of industry, modern transportation, and
construction, and hence in the number of employees, from 1952 to 1955,
the compensation received by employees remained at about 16 per cent
of GNP. A large increase in wage rates in 1956 raised the proportion
for wages to about 20 per cent in 1956 and 1957. Income of nonstate
enterprises (including all nonagricultural private income other than com-
pensation of employees, and inciuding income of joint state~-private and
cooperative enterprises) varied between 16 per cent and 18 per cent dur-
ing the period 1951~1955. The proportion declined to 14 per cent in
1956 and 1957. Necessarily associated with these increases was a de-
cline in the ratio of agricultural income to GNP from 70 per cent to
50 per cent for the years 1956 and 1957.

The chapters which follow present the detailed estimates which under-
Iie these statements and present much additional information about output

and income in the Chinese economy during the eight years surveyed.

——g—
l’81 S00999R000100140001-9
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CHINA'S GROSS NATIONAL
INCOME AND PRODUCT IN
CURRENT PRICES, 1950-1957

Estimates of the gross national income and product of Com-
monist China for 1950 through 1957 are presented in Table |, and sector
accounts are shown in Tables I1 through VI.* The basic framework of
accounts employed in this report was adapted from that used by the
United States Department of Commerce (Nafiénal Income Division) .
Certain changes were necessitated by the nature of the Chinese econ—
omy and the nonavailability of some types of data. Since net foreign
investment in China is small and there is not sufficient information to
detail the interrelationships of foreign trade with the government and
business sectors, a sector account for China's transactions with the rest
of the world is not presented. All transactions with the rest of the world
are incorporated in the nonagricultural business account. A second
modification is that only state enterprises are treated as incorporated
enterprises. Although the nonstate business sector has many enterprises
that are incorporated, the bulk of private nonagricultural business in-
come is from trade, handicraft workshops, and other activities better
classified as unincorporated enterprises. Furthermore, there is no ade-
quate basis on which to estimate private business profits separately from

“The figures of Table lare derived fromifemsappearing in the sector accounts.

The detailed explanation of the estimates is given in conjunction with the individ-
ual sector accounts.

inj
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Table I. GROSS NATIONAL INCOME AND PRODUCT

1950 - 1957

(Billion Yuan)
_Uﬁ
Sales
A Personal consumption expenditures
B Gross domestic investment
C  Net foreign investment
D Government purchases of goods and services
E GROSS NATIONAL PRODUCT

Charges

-n

Agricultural income
Nenagricultural income

G Compensation of employees

H Rent and consumer services

| Income of nonstate enterprises

J Income of state enterprises

K Miscellaneous government income
L indirect taxes

M

N

Statistical discrepancy

CHARGES AGAINST GROSS
NATIONAL PRODUCT

Figures given are in current prices.

Sources (lines are numbered consecutively in Tables Il through VI):
Line A - Sum of lines 1, 2, 9,10, and 11; see also lines 42-45.
Line B - Sum of lines 3, 13, 16, 17, and 18; see also lines 75-75.

1950

36.25
4.08
15
4.94
45.42

28.70

4.50
2.28
3.57
1.60

2.22
2.45

45.42

Line C - Line 15 minus line 21; see also lines 80-81.
Line D - Line 14 plus line 35; see also lines 64 and 65.

Line E ~ Sum of lines A through D.
Line F - Line 7: see also line 33.

-

1951

46.85
6.90
- .96
8.17
0.9

36.00

8.36
3.07
6.78
4.39

.24

3.48
-1.36

60.96

Table 1. GROSS NATIONAL INCOME AND PRODUCT,
1950

{Billion Yuan)

1952 1953
50.77 59.73
10.09 13.46
- .92 -1.01
7.92 10.20

67.86 82.38

39.00 43.40

10.65 13.22
3.40 4.39
7.49 9.76
6.86 9.88

.24 .33
4.47 5.53
-4.25 -4.13

67.86 82.38

Line G - Line 23 plus line 64; see also fines 34 and 35.
Line H - Line 24 plus line 25; see also lines 36 and 37,

1954
63.07
15.83
- .31
10.40

88.99

43.60

13.89
5.34
9.43

12.43

21

6.14
-2.05

88.99

IRDP81S00999R000100140001-9

- 1957°*

1955

67.50
14.95
-1.08
10.73
92.10

46.30

S22y

14.23

6.15
-3.75

92.10

Line | - Line 26; see also line 38.

Line J - Sum of lines 27, 28, and 29; sec also lines 54, 58, and 70.

Line K - Line 22; see also line 57.
Line L~ Line 30: see also line 55.
Line M - Line 31; see also line 73.

Line N = Sum of lines F through M, equal 1o line E.
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1956

77 .49
16.82

11.80

106.43

49.80

19.18

6.71
7.45
16.66

7
7.44
- .98

106.43

1957

79.92
22.84
+ .51
11.18
114.45

53.20

21.10
7.41
7.08

17.80

.09

7.59
+ .18

114.45

[13]
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other private income. As a result, the only business savings that appear 3

in the business accounts are those of state enterprises: all nonstate busi-
ness savings are an undisclosed part of personal saving. Since inade-
quacy of data also prevents distinguishing between domestic service
d oni ted busi oduction of . 1 o THE AGRICULTURAL BUSINESS
and unincorporated business production of consumer services, all non-

P" i SECTOR ACCOUNT
government cansumer services are treated as if provided by unincor-

porated enterprises and are included in the business sector. Finally,

all government business activities except production by labor camps

are included in the nonagricultural business sector. As a result, the Estimates of agricultural income for 1950 through 1957 are

scope of the government sector is almost the same os in the sector ac- presented in Table 1. The complicated process by which they were de-

counts for the United States. rived is summarized here and explained in detail in the sections that
follow.

The first step was to estimate fotal cash plus‘imputed sales of agri-

cultural commodities (First for 1952, then for 1950 through 1957). Next,

an estimate was made of intrasector production costs, which are also
intrasector sales. These were subtracted from total sales of agricultural
commodities to derive an estimate of sales to other sectors (including
farm households). Because the data are interrelated the estimating of

intrasector production costs involved simultaneous estimates of produc-

tion costs paid to other sectors (Table 1, line &) and of intra~ and inter-

sector i penditures. or in expenditures are
shown in Table 11, line 3. Third, an imputation was made of the value
of house rent and intrasector consumer services (Table 11, line 2). Add-
ing their value to sales of agricultural commodities to other sectors
(including farm households) yielded the estimate of total sales shownin
Table I, line 5. Next, total sales to the nonagricultural business sec-
tor (line 4) were estimated. Finally, farm home consumption (line 1)
was computed as a residual. Since it was not estimated directly, there

[15]
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Table I1. THE AGRICULTURAL BUSINESS SECTOR
1950 - 1957
{Billion Yuan)
Eﬁz 1950 1951
Sales
To households
1 Farm home consumption 17.40  22.50
2 House rent and consumer services 1.60 2.10
3 To agriculture on capital account .60 .70
4 To nonagricultural business sector 2.80 11.60
5 TOTAL SALES 29.40  36.90
Purchases and Charges
6 Purchases from nonagricultural sector .70 .90
7 Charges against gross national product 28.70  36.00
8 TOTAL PURCHASES AND CHARGES 29.40  36.90

Sources (lines are numbered consecutively in Tabies I! through VI):
For lines 1-6, see text.
Line 7 equals line 8 minus line 6.
Line 8 equals line 5.
can be no discrepancy in the sector account.

Agricultural income s by far the largest component of gross national
income (GNI). Making an estimate of it is handicapped by difficulties
in methodology and by a lack of data. To the extent that the farmer
purchases and sells to the nonagricultural sector he is a part of the na~
tional economy, where outgo and income can be related to retail sales
and the value of farm products sold. But much of his final production is
consumed on the farm or is exchanged with other farmers. The estimates
of this portion, valued in 1952 at about one-half of total gross farm in-~
come and about one-third of GNP, are based on data that are less reli-

able than those underlying most of the other estimates in this study.
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Table Il1. THE AGRICULTURAL BUSINESS SECTOR
1950 - 1957
(Biltion Yuan)
o193 1t 1955 19 197 ne
21.60 24.50 23.70 25.50 28.50 29.00 1
2.20 2.50 2.50 2.60 2.80 3.00 2
.80 .90 .90 1.00 1.00 1.10 3
560 1700 1800 180 1960 2B 4
H 44.90 45.20 48.00 51.90 55.60 5
1.20 1.50 1.60 1.70 2.10 2.40
PO QM G0 6N O wH 7
;(E 44.90 45.20 48.00 51.90 55.60 8

Total Sales by the Agricultural Sector

Gross Value of Agricultural Products, 1952

The gross value of agricultural production and of subsidiary farm

occupations in 1952 is given in Chinese Communist statistics as 48.392
*

billion yuan.  The best available Chinese estimate of the value of ma-
jor components of this aggregate figure is given in the first column of
Table 2. In order to test the figures and to permit reasonable estimates
of trendsin gross value of output inthe different years, a direct estimate

“This figure isreported ina compilation of “Statistical Tableson the National
Economy of Communist China, 1955" (CB, No. 429, November 26, 1956), issued in
connectionwith the Statistical Report on the Fulfillment of the National Economic
Plan for 1955. |t is the most valuable single source used in this report. It is used

5o extensively that it will be referred to in this book simply as "The Statistical
Tables."
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| Approved For Release 2001/05/23 : CIA-RD
[18

of the value of production was made. Itis presented in the Appendix. It

is based on production estimates for the commodities concerned, data on
farm procurement prices, data on average retail prices (for many but not
all agricultural commodities), and sample data on farm procurement prices
as a percentage of city prices. In Table 2 the estimates derived by this
procedure are given and compared to the official figures. This subsection
indicates the use made of the official estimates and the direct estimates,
respectively, in valuing the output of various groups of agricultural com=
modities. The third column of Table 2 presents the estimates of the gross
value of output arrived at by these procedures.

Available price dataindicate that the valuation placed on basic food
crops and on industrial crops in the official statistics (see Table 2 is
probably not af farm procurement prices. The official statistics indicate
production of basic food crops and industrial crops of 146.20 million
tons of "fine grain," a value of 175 yuan per metric ton, and total value
of about 25.6 billion yuan.” The term "fine grain" as used almost cer-
tainly refers to hulled rice or to wheat or to the equivalent of wheat in
areas north of the Yellow River and the equivalent of hulled rice south
of the Yellow River.

The price per ton at which the value of basic food cropsin Table 2,
celumn 1, is computed is probably too high, for it is probably the selling
price for wheat and hulled rice in market towns, which includes handling
and processing costs. Data on farm procurement pricesare more adequate
for rice and forwheat than for many of the other basic food crops. Apply-
ing these data to the official volume figure of 146.20 million tons would

The 1952 taxes in grain equivalents are given as 13.2 per cent of the value
of basic food crops and industrial crops and their fotal value as 3.38 billion yuan
(ECMM, No. 100, September 23, 1957). Thisindicates a price of 175 yuan per metric

ton of hulled rice, or wheat, or o bination value of rice and wheat.
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give an estimate of 23.8 billion yuan.” This figure isconsistent with the
valuationof 22.8 biliion yuan presented in column 2, since the latter
does not include some industrial crops such as ramie and native tobacco.

However, the volume estimate for 1952 is probably too low. On
the basis of what is known about weather conditions in the years 1952
through 1955 and the probable effect of the serious floods in 1954,
together with estimates of increases in fertilizer and irrigated land,
production of basic food crops and industrial crops in 1955 is estimated
to have been 5 per cent higher than in 1952. The official estimate in-
dicates an increase of about 13 per cent, but, since it is probable that
considerable improvement occurred in statistical coverage in the years
from 1952 to 1954, this estimate of increase is believed to be based on
an underestimate of the 1952 volume. The official volume figure in
terms of "fine grain" for 1955 is accepted. (See Table 2, note .)
The actual volume of production of “fine grain® in 1952 is estimated
to have been 157 million tons rather than the official volume figure

of 146.2 million tons. Therefore, the estimate of the value of 1952

"Price for 1953and 1954 (based on sighteen price quotations) for paddy rice,
weighted by province and estimated production for these provinces, is 134.3 yuan
permetric ton. The provinces covered contribute about 70 per cent of rice output.
The average price for wheat (based on twelve price quotations), weighted by wheat
output in the provinces concerned, is 181.2 yuan per ton. The provinces covered
contribute about é5per cent of wheat output, OF total output of basic food crops
and industrial crops, 35 per cent is estimated as representing conversions into
wheat in North, Northeast, and Northwest China, and 65per cent as representing
conversions into unhulledrice. In 1955 polished rice averaged 72.12 per cent of
the weight of paddy rice, and polished rice averaged 93.11 per cent of rough (or
unhulled) rice. (Jen-min Jih-pao {People's Dailyl, Peiping, June 29, 1956.)
Hulled rice is estimated as equivalent to 77.46 per cent of paddy rice by weight .
The 1952 output is therefore estimated to be equivalent to 51.17 million tons of
wheatand 122.68 million tons of paddy rice. The estimated value of 1952 output
in 1953and 1954 prices is therefore 25.75 billion yuan Statefarm procurement
prices are reported as increasing by B per cent in 1953 over 1952, giving an
estimated value of 1952 output in 1952 prices of 23.8 billion yuan.

DP81500999R000100140001-9
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Table 2
VALUE OF OQUTPUT IN MAJOR AGRICULTURAL SECTORS, 1952

{Comparison of Estimates Derived from Chinese Communist Data for Gross
Vatue of Agricultural Production with Estimates Derived by Valuing
Physical Production Figures ot Estimated Farm Procurement Prices)

(n {2) (3)
Chinese Physical Production  Estimate
Communist af Farm  Usedin

Agricultural Output Figures Procurement Prices  This Study
Basic food crops 23.00" 20.36 23.00
{including rice, wheat, (basic food crops)

coarse grains, peas and

beans, soybeans and

potatoes)
Industrial crops 2.60% 2.47 2.60
(cotton, oilseeds, jute, (cotton, oilseeds, cured

tobacco, sugar, etc.) tobacco, and jute)
By-products of basic food  4.107 410
crops and industrial crops

(bran, chaff, stalks,

cottonseed, etc.)
Other crops 2.70% 2.30 2.70
(including vegetables, {fruits, vegetables, and

fruits, fodder crops, tea, tea)

and miscellaneous
Livestock and products,  6.09° 5.22 6.09
silk, wool, efc. {meat, poultry, egas,

silk, and wosl)
Forestry products, fishing,  2.30 1.04 2.30
hunting, and collecting {marine products and
forestry products)

Elementary processing of ~ 2.10° 2.10

basic food crops and

slaughtering for farm

home consumption

Self-supplying handicraft  5.50 .00
production

TOTAL OUTPUT FOR q
AGRICULTURAL SECTOR 48.39 48.89

CIA-RDP81S00999R000100140001-9 (2]
21

Table 2 (Concluded)

*
For the direct estimate of the value of physical production at farm prices, see
Appendix .
’For the estimatesof the value of physical production used in this study, see

text.

¥he value of total agricultural taxes in terms of the net value of agricultural
production s 3.38 billion yuan, and this is given as13.2percent of the total value
of basic food cropsand industry crops. (ECMM , No. 100, September 23, 1957.) This
gives the totol valuation placed on these cropsas 25.6 billion yuan. In 1955 the same
source givesthe total value of 1955 output as equivalent to 164.85 million tons of
“Fine grain, or 289 billion yuan interms of the pricesused in the official valuation.
OFf the total value of agricultural production given in "The Statistical Tables, " 67.7
per cent is from culivation of plants (ECMM, No. 76, April 1, 1957, p. 30), ora value
of 37.6 billionyuan. In 1955 output of basic food crops and industrial crops wasabout
89 percent of the total cutput of all crops, exclusive of the value of chaff, bran, stalks,
and other by -products; production exp ged 22per cent of the value of all
crops excluding by-productsand averaged 20 per cent of the value of crops includ-
ing by-products. (ECMM, No. 66, January 21, 1957, pp. 29-30) These datayield
estimates of the value of fruits, vegetobles, and other crops in 1955 of 4.1 bil lion yuan
ond for chaff, bran, cotfonseed, and other by-products of 44 billionyuan. On the basis
of Figures for sown acreage for fruits, vegetables, fodder crops, and miscellaneous, the
valuation inofficial statistics is estimated tobe 50 percent higher in 1955 than in
1952. (See "The Statistical Tables" and figures for the proportion of total sown
acreage for such crops in ECMM, No. 100, September 23, 1957, p. 28.) This givesan
estimate in the official valuation of 2.7 billionyuan in 1952; and by~-productsare
estimated as the same proportion of the value of basic food crops and industrial crops
asin 1955, givingan estimate of 4.1 billionyuan in1952.

1n 1952, more than 80 per cent of ail taxes was paid in the formof foodcrops, 10
percent in the form of industrial crops, and fess than 10 per cent in the formof cash..
{People's China, No. 8, April 16, 1953, p. 17.) Assuming the same relative tax burden,
about 90 per cent of the value of basic food crops and industrial crops canbe esti
mated as the value of basic food crops in 1952, or 23.0 billionyuan, and 2.6 billion
yuan as the value of industrial crops.

This figure is the residual from the other estimates given.

| . N .
According to data on farm supplementary subsidiary occupations, their fotal value

in 1952 was 9.9 billionyuan. (Ching—chi Yen—chiu [Economic Researchl, Peiping,
No. 5, October 1956, pp. 19-38.) OF this fotal, 7.6 bil lion yuan is the value of home
processing of basic food crops and slaughtering and of self~supplying hondicrafts.

The remainder is for forestry, fishing, hunting, and collecting. In 1955 the value of
elementary processing of farm produce for home consumption and preservation is given
152,17 billionyuan. (ECMM, No. 76, April 1, 1957, p. 30.) Based on figures on the
nonmarketed portion for basic food crops for 1952 and 1955, the value of farmhome
processing of basic food crops and slaughtering, using official production figures, is
about 2.1 billion yuan, leaving 5.5 billion for self-supplying handicrafts.

<
Total value of agricultural productionis given in “The Statistical Tables.”
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basic food and industrial crop production used in this study is 25.6
billien yuan, a figure which is the same as the official valuation but
which involves an estimate of official overvaluation of the 1952 pro-
duction of basic food crops and official understatement of the volume
of production.

Although the valuations placed on chaff, bran, stalks, cottonseed,
and so on probably reflect city selling prices in rural areas, these crops
constitute costs of agricultural production, and any difference in valu-
ation serves only to affect equally figures for production costs; it will
not affect the estimates of income or net output of the agricultural sec—
tor. Therefore, the official estimate is used without adjustment. For
three other groups, the official estimates are higher than the direct
ones, which could reasonably be expected since they contain added
components. The official valuation of production of vegetables, fruits,
fodder crops, tea, and miscellaneous crops contrasts with a direct valu-
ation which does not include estimates of fodder and misce!laneous
crops. The official valuation for livestock production includes esti-
mates for increases in livestock, for some animal by-products not di-
rectly valued, and even perhaps for the estimated value of some animal
manure. The official estimate of the value of output in forestry, fishing,
hunting, and collecting (wild berries, nuts, fruits, and vegetables) in-
cludes the estimated output of fresh-water fishing and other production
not directly estimated. For each of these, therefore, the official estimate
may be consistent with the lower direct estimate and was accepted.

The figures given for elementary processing of basic food crops and
slaughtering for farm home consumption and for seif-supplying handi-

. [
crafts are admitted to "be based in most cases on estimation.” " This
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implies that they are either taken as a percentage of total farm income
or as some ratio to the estimated value of basic food crops and live-
stock slaughtered by farm households and to the estimated value ;f in-
dustrial crops processed by farm households. The figures for 1955” were
therefore reduced in the ratio of the average valuation placed on basic
food crops and industrial crops in this study to the valuation used in the
official estimate to give estimates in 1955 for elementary processing of
2.0 billion yuan and for self-supplying handicrafts of 6.1 billion yuan,
in 1952 prices. The indexes for output of available basic food cropsand
meat for farm home processing and for self-supplying handicrafts (see
below) ,-when applied to these figures for 1955, give estimates for 1952
of 2.1 billion yuan for elementary processing and of 6.0 billion yuan
for self-supplying handicrafts. .

The total gross value of agricultural production in 1952 is therefore

estimated as 48.9 billion yuan.

Gross Value of Farm Production, 1950-1957

The estimates of gross farm income for each category of agriculture
production in years other than 1952 were derived in two steps. First the
indexes linking 1952 to other years. (These indexes are explained be-
low.) Then estimates of price changes were applied.

Official figures for the production of basic food crops and animal
products were adjusted for probable overstatements in trend for 1950,
1951, and 19531954 resulting from changes in statistical coverage,
and an index of output in 1952 prices was then computed from them.

The index for the years 1950 through 1957 is as follows:

P81S00999R000100140001-9
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Year Index Year Index
1950 89 1954 99
1951 93 1955 105
1952 100 1956 110
1953 101 1957 114

This index was applied to the estimated gross value of crops and animal
products in 1952 of 38.5 billjon yuan (see Table 2) to obtain estimates
for other years.

The output value in 1952 prices of forestry, fishing, hunting, and col~
lecting was taken from reported values for 1952 through 1955, and the
index for output of basic food crops, industrial crops, and animal products
wasapplied to the 1952 value to derive estimates for 1950 and 1951 and
to the 1955 value to derive estimates for 1956and 1957. The resulting

index for the value of this type of output in 1952 prices is as follows:

Year Index Year Index
1950 89 1954 109
1951 3 1955 130
1952 100 1956 136
1953 104 1957 141

This index was applied against the estimated gross value in 1952 of 2.3
billion yuan.

The estimate of the value of farm home processing of basic food crops
and slaughtering isbased on an index of basic food crops left after sales
and taxes” and on an estimated total output of meat not marketed, based
on estimated trends in total production and estimated retoil sales of

meat. This index of the volume of farm home processing is:

Year Index Year Index
1950 97 1954 82
1951 96 1955 95
1952 100 1956 98
1953 98 1957 101

[25]
This index was applied against the estimated gross value in 1952 of 2.1
billion yuan. The estimate of the value of self-supplying handicrafts is
based on an index by which half of output in 1955 is estimated to have
consisted of processing industrial crops and livestock products and one
half of processing of bamboo, timber, and other products procured and
used in farm areas. For the processing of industrial crops and livestock
products, an index based on cotton and oilseeds not procured by the
stateand the proportion of meat not sold was used; for the processing of
other products, the index for the total value of forestry, fishing, hunt-
ing, and so on was used. The resulting index in 1952 prices for the

value of self-supplying handicrafts is given below:

Year Index Year Index
1950 80 1954 | 103
1951 89 1955 102
1952 100 1956 12
1953 105 1957 116

Thiswas applied to the total 1952 gross value of self-supplying handi-
crafts of 6.0 billion yuan.

In this way, the gross value of agricultural production in 1952 prices
was estimated. The estimates in constant 1952 prices were then con-
verted to current prices on the basis of a price index given in Com-
munist reports for farm sales of !l agricu!tural products for the years
from 1950 through 1957.% These data are:

Gross Value Gross Value

Billion Yuan Price Billion Yuan
Year (1952 Prices) Index (Current Prices)
1950 43.2 82.2 35.5
1951 45.3 98.4 44.6
1952 48.9 100.0 48.9
1953 49.7 110.1 54.7
1954 48.5 113.8 55.2
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1955 51.6 113.2 58.4
1956 54.3 116.6 63.3
1957 56.2 120.9 67.9

These estimates in current prices, less imputed costs of production, plys
imputed house rent and consumer services, give total sales by the agri~
cultural sector to households and to the nonagricultural sector as they

appear in Table I, line 5.

Farm Production Costs and Investment Purchases

No direct estimate of intrasector costs of current production of intra-

sector expenditures for investment s possible, but it is possible to estimate
the combined total of intrasector expenditures for current production costs
and for investment. It isalso possible to estimate total investment expendi-
tures. Furthermore, it is possible todetermine the amount of total purchases
from the nonagricultural sectorand then to separate these into costs of cur=
rent production and investment. This permits next an estima te of intrasector
investment expenditures (as a residual from total investment) and then an
estimate of intrasector costsof current production (asa residual from total
current costs). Intrasector costs of current production were subtracted
from the gross value of agricultural commodity production to arrive at a

"net" sales figure which was used in preparing the sector accounts.

Purchases of "Production Materials" from the Nonagricultural Sector

Purchases by the agricultural sector from the nonagricultural sector
on current and capital account are included in retail sales figures. Pur-
chases of "production materials® {a term used here to refer to materials
purchased for use in current production and for gross investment) can be

estimated for 1953 through 1956 from an article on the rural market
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f giving data on agricultural loans together with the ratio of loans to
! such purchases. The proportion of purchases for various commodities is
| also given. These data are summarized in Table 3.
Agricultural loans outstanding at the end of 1952 were 438 million
| yuun.s The proportion of loans to total retail sales of agricultural pro-
duction materials was probably tending to rise (see the trend shown in
Table 3), and was probably less in 1952 than in 1953, It is estimated
at 23 per cent in 1952. Total sales of production materials in 1952
are therefore estimated at 1.9 billion yuan. Retail sales of production
materials in 1950 and 1951 are assumed to be the same ratio to total
sales to the nonagricultural sector (see page 38 below) as in 1952, giv-
ing a total of 1.2 billion yuan for 1950 and 1.4 billion for 1951, In
1957 the same ratio fo total sales to the nonagricultural sector is used
as in 1956, yielding an estimate of 4.2 billion yuan.
Component purchases for 1952 were estimated as follows:  An in-

dex of the value of commercial fertilizer and oil cake supplied by in-

dustry in relation to the figure for 1953 indicates that the value of
fertilizer sold in 1952 was abour 670 million yuan. In 1953 and 1954
the value of old-type farm implements.was about 5.7 per cent of total
individual handicraft output. Use of this percentage for 1952 indicates
that such sales in 1952 were about 420 million yuan. Using the same
percentages of total sales for insecticides and for miscellaneous items
as in 1953 gives a total of 15 million and 30 million yuan, respectively.
The residual for draft animals, large carts, and producer goods for sub-
sidiary industry is therefore roughly 765 million yuan.

The portions of these purchases that are gross investment expenditures
were estimated as follows. No figures for purchases of construction ma-

terials are given in Chinese data for 1953, Purchases of construction

: CIA-RDP81800999R000100140001-9
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Table 3
FARM PURCHASES OF PRODUCTION MATERIALS
1952 - 1956
{Miltion Yuan)
Line 1952 1953 1954 1955 1956

A Loans outstanding
at the end of year 438 570 760 1,000 3,000

B Loans outstanding
as percentage of
total retail sales
of production
materials 25.0% 26.1% 32.3% 81.4%

C Total retail sales
of production

materials 1,900 2,280 2,910 3,100 3,685

D Of which:
Fertilizer 670 866 986 1,107 1,223
Insecticides 15 18 52 65 144

Simple watercon-
servancy farm

tools 15 31 136
Old-type farm

tools 420 524 597 530 472
Building construc-

tion materials N AN 212 366 405

Other (draft ani-
mals, large carts,

producer goods for

subsidiary industry) 765 837 681 722 840
Commodities not

estimated 30 35 367 279 465

Sources: For 1952, see text; for 1953-1956:
Line A - For 1953 and 1954, see Ching—chi Yer~chiu (Economic Research},
Peiping, April 17, 1956, pp. 3-12. Rough Figures for 1955 and 193¢ are available
in CB, No. 442, March 15, 1957,
Lines B and D - Are from an article on the rural market in Ching-chi Yen-
chiu, No. 3, Junc 17, 1957, and percentages given for different types of commodities.
T Line C - Derived from Lines A and B.
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naterials in 1954 and 1955 were large. These purchases are included
in gross investment, since it is likely that simple materials for house
repairs were furnished by farm supplementary handicrafts and that the
1954 and 1955 figures represent expenditures for major repair or new
construction. The "Other® and “Residual" categories in Table 3 include
expenditures both for investment and for raw materials. It is assumed
that for each year of the period 1952-1955 the fraction of these cate-
gories that should be allocated to gross investment is equal to the ratio
of purchases of simple form tools for water conservancy, old-type farm
tools, and building materials as given in Table 3 to these purchasesplus
those of fertilizer and insecticides. For 1950 and 1951, gross invest-
ment is assumed to constitute the same percentage of total cash pur-
hases as in 1952. For 1957 the same percentage is used as for 1956.
These procedures give estimates for sales by the nonagriculiural sector

to the agricultural sector on capital and current account, respectively,

as follows (in billion yuan):

Account 1950 1951 1952 1953 1954 1955 1956 1957
Capital 0.5 0.5 0.7 0.8 1.3 1.4 1.6 1.8
Current 0.7 0.9 1.2 1.5 1.6 1.7 2.1 2.4

The purchases on current account appear in Table 11, line 6, and those

for purchases on capital account in Table VI, line 74.

Intrasector Production Costs and Investment Purchases

As has been noted above, estimates of agricultural intrasector pro-
duction costs and investment purchases were derived by estimating total
costs of production and total investment expenditures and then sub-
tracting purchases from the nonagricultural sector on current and

capital account.

PP81 S00999R000100140001-9
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1. Total Production Costs and Investment Purchases and Their

Breakdown by Sectors, 1952

The Five Year Plan gives o figure of 6 billion yuan as the amount of
peasant expenditures for increasing fixed assets after subtracting depre-
ciation ::l-ucrges.6 This estimate was made in mid-1955. Final figures
for 1953 and 1954 for the total value of agricultural production andthe
target for 1955 and 1957 indicate that the five-year total for the gross
value of agricultural production was expected to be about 273 billion
yuon. Net additions to fixed assets by peasants was therefore expected
to be 2.2 per cent of the gross value of agricultural output during the
five-year period. In the absence of specific evidence on net investment
in 1952, this percentage wos applied to the official 1952 figure of
48.39 billion yuan for the gross volue of agricultural production to se~
cure an estimate of roughly 1.1 billion yuan in 1952 as net investment
expenditures .

Chinese Communist figures on the "gross” value and "net" value of
agricultural production in 1952 are summarized in Table 4. Production
costs are shown as approximately 12.2 billion yuan. (Costs of produc~
tion in Communist statistics include depreciation charges.)

The sum of 1952 production costs and net investment is identical
with the sum of 1952 current agricuitural production costs and gross
investment expenditures. The Communist figure for the latter sum is
therefore estimated as 13.3 billion yuan.

Sample studies of farm income and e)(pendi!‘ures’b indicate that in
1952 expenditures for farm tools, for water conservation, and for pur-
chase of draught animals were about 1.5 billion yuan. This figure is

“These sample studies are for Shantung in 1951, Ching-chi Chou-pao (Economic
Weekly), No. 8, February 1952; for a village in Chekian 1952, Ching—chi

Chou-pao, No. 33, 1952; and for a village in Manchuric, Jen-min Jih-pao
{People's Daily), Peiping, December 3, 1952. o

[31]
Table 4

CHINESE COMMUNIST OFFICIAL FIGURES ON GROSS VALUE
AND NET VALUE OF AGRICULTURAL PRODUCTION, 1952

Gross Costs of Net
Value " Production Output
Agricultural production and 1 t
forestry, fishing, and collecting 40 79 8.51 32.28
Elementary processing of basic
food crops and slaughtering
§ §
for farm home consumption 2.10 e 2.10
Self-supplying handicraft M i
production 5.50 3.68 1.82
TOTAL AGRICULTURAL q q
PRODUCTION 48.39 . 12,19 36.20

See Table 2.
TResidual from gross value figure and figure for net autput.

heng (Public Finance), Peiping, No. 8 August 5, 1957,

¥as reported in Ts
op. 34

SElementary processing of basic food crops and sloughtering for farm home
consumption is probably the imputed value for the processingand slaughtering, in
“hich the vatys of basic food crops and home produced meat is included uader
agricultural production, and rep the odditionol value created in this
processing. Therefore no costs of praduction are involved.

Mhese figures are the residuals from total costs and from total net output,
respectively.

'In 1952, 59.2 per cent of “national income," by Communist definition, was
from agriculture and the officiol estimate of national income in 1952 was 61.1
billion yuan. (Ching—hi Yen—-chiu {Economic Research] , No. &, December 17,

1957, pp. 1-11.7 Total costs of production are derived by subtracting the figure

for net output from total gross value of agricultural production.

taken as the value of gross investment, which leaves 11.8 billion yuan
as the estimate in official figures for current costs of production. Of
the gross investment, 1.1 billion yuan was estimated above as net invest-
ment; hence the depreciation charges were 0.4 billion yuan.

Since in this study the value of agricultural production and forestry,
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fishing, and s0 on is estimated to be the same as that in official statis-
tics, no adjustment needs to be made in the officicl figures for costs of
production in this area. Of the costs for self-supplying handicraft pro-
duction given in Table 4, 3.68 billion yuan, purchases from the non-
agricultural sector are estimated as half the category for large carts
and materials for subsidiary industry, or .4 billion yuan, leaving 3.28
billion yuan as agricultural materials out of agricultural production.
This is equal to 60 per cent of the value of self-supplying handicraft
production in the official figures. This percentage is used against the
output of self-supplying handicrafts estimated in this study (6.0 billion
yuan) to secure an estimate of 3.6 billion yuan,

Total current costs of production are therefore estimated as .32
billion yuan more than the official figure of 11.8 billjon yuan, or

12.1 billion yuan.

The estimates derived above yield the following division of 1952
agricultural expenditures between current production coasts and gross
investment and of each between purchases from the agricultural sector
and from the nonagricultural sector:

Agricultural Purchases in 1952

(Billion Yuan)

Current
Production Gross
Costs Investment  Total
From agricultural sector 10.9 0.8 1.7
From nonagricultural sector 1.2 0.7 1.9
TOTAL 12.1 1.5 13.6

It is probable that a significant portion of these expenditures for

current production and on capital account is in the form of cash but

ke

r’
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does not enter market channels. It is therefore not included in offi-
cicl statistics for retail sales. The much larger portion represents farm
household production and use that do not take the form of cash
fransactions,
2. Intrasector Production Costs and investment Purchases, 1950~

1957

Intrasector costs of production and investment expenditures are prob-
ably relatively stable in relation to farmproduction. Intrasector current
costs of production for self-supplying handicrafts are estimated above
as 3.6 billion yuan in 1952, or 60 per cent of gross output. The re-
maining intrgsector costs of 7.3 billion yuan in 1952 constitute 17.9
per cent of the gross value of output for agriculture, forestry, fishing,
and so on. These percentages are used to obtain the following esti-~

mated infrasector current costs of production:

Year Billion Yuan
1950 7.7
1951 9.8
1952 10.9
1953 12.3
1954 12.5
1955 13.0
1956 14.2
1957 15.3

Imputed investment expenditures also probably form a relatively
stable proportion of farm production. For example, cash expenditures
for old~type farm implements in Table 3 are relatively constant ofter
1952. Therefore, imputed investment expenditures for 1950 through
1957 are estimated as the same ratio to the gross value of farm pro-
duction as in 1952, yielding the figures which appear in Table II,

line 3, as sales to farmers on capital account.
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Rent and Consumer Services

On the basis of studies of farm income during the pre-Communist period
by Buck7and others, the value of farm housing services is estimated tobe
5 per cent of net farm income, not including either peasant gross invest
ment purchases or the imputed value of farm home food processing.

The value of direct consumer services furnished the farm population is
small. Adetailed study of rural family budgets in the pre~Communist period
forahsienin ShcntungB showed less than 4 per cent of net farm income,
other than peasant gross investment purchasesand the imputed value of
farm home food processing, as expenditures for consumer services. Of
these expenditures, about half were purchasesof commodities. In this
study, therefore, total direct purchases of consumer services, excluding
commodity purchases, are estimated to be 2 percent of net farm income,
excluding gross investment cash purchases and farm home food processing.
Based on the ratio of farm consumption to cash purchases from the non-
agricultural sector (see below, pages 37 and 38), one-third of these direct
consumer expenditures is estimated tobe purchased from the nonagricul-
tural sector, leavingas the value of services to farm households 1.3 per
centof farm income not including gross investment or the imputed value
of farm home food processing. Farm income not including either these

categoriesor rent and consumer servicas is estimated as follows:

Year Billion Yuan
1950 24.3
1951 30.7
1952 33.2
1953 36.9
1954 36.9
1955 39.0
1956 42.0
1957 447

This net income is estimated to be 93.7 per cent of net farm income

r
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including the imputed value of rent and consumer services. The valua-
tion placed on rent and direct consumer services furnished by the farm
Population is therefore estimated by multiplying the figures above by
4.3/93.7. These estimates appear in Table Il (line 2) and also in the

‘ollowing paragraph.
Derivation of Estimates of Total Sales

Estimates derived in this and preceding sections may be combined
to yield estimates of total sales of goods and services by the agricul-

tural sector, as shown in the following tabulation {in billion yuan):

1950 1951 1952 1953 1954 1955 1956 1957

Gross value of
agricultural
production of

commodities  35.5 44.6 48.9 54.7 55.2 58.4 63.3 67.9

Less: intrasector
production

costs 7.7 9.8 10.9 12.3 12.5 13.0 14.2 15.3

27.8 34.8 38.0 42.4 42.7 45.4 49.1 52.6
Plus: house rent
and consumer
services

1.6 2.1 2.2 2.5 25 2.6 2.8 3.0

TOTAL SALES 29.4 36.9 40.2 44.9 45.2 48.0 51.9 55.6

The totals arrived at are net of intrasector sales on current account.
They treat rental of farm homes and consumer services rendered by
farmers as originating in the agricultural sector. The totals shown are

presented in Table It, line 5.

Sales to the Nonagricultural Sector

Two components of total sales have already been estimated: sales

to agriculture on capital account, and house rent and consumer services.

\-RDP81S00999R000100140001-9
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To complete the sector account, it is necessary to break down the esti-

mate into other components.
The value of total sales of farmproductsto the nonagricultural sec-

9
tor is given for 1951 through 1957 as follows:

Year Billion Yuan
1951 11.64
1952 15.61
1953 17.04
1954 18.06
1955 18.89
1956 19.55
1957 22.50

Although the 1957 figure is probably the planned figure, reports indi-
cate that the state largely fulfilled its procurement plans.

The article giving these figures refers fo these salesas "purchases" of
farm products; thisstudy treats these figures as the value in current prices
of the "commercial value of agricultural products," a term which is de-
fined as including tax collections in kind.lo The commercial value of
farmproducts so defined, as given inthearticle cited, wouldbe equiva-
lent in 1954 to 15.9 billionyuan in average 1952 prices. Thisis close
enough to the value given for 1954 production of commercial commod=-
ities, 16.3 billion yuqn] ! to justify this interpretationof the sales figures
given. Therefore, although it is still open to question whether tax col-
lectionsinkind are included inthe figures given, itis more likely that
the values given include all sales to the nonagricultural sector, includ-
ing the value of tax collections inkind. Agricultural taxes collected in
kind are treated in the accounisas salesto the government tax organs
in the nonagricultural business sector. The value isimputed as paid to

the farmer and immediately paid by him to the government as taxes.

A d 4 - -
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In 1953, sales in rural areas are stated to have been 76 per cent
higher than in 1950.'2 This figure presumably excludes tax payments
in kind. Total taxes are estimated (see page 110) as 3.09 billion yuan
in 1953 and 1.86 billion in 1950. The 1953 estimate leaves 13.95 bil-
lion yuan as an approximation of rural retail sales. Thus total sales ex-
cluding tax payments in 1950 are estimated as 7.93 billion yuan, and
sales including taxes as roughly 9.8 billion yuan.

Therefore, total sales of farm products to the nonagricultural sector

are estimated as follows (Table 11, line 4):

Year Billion Yuan
1950 9.8

+ 1951 1.6
1952 15.6
1953 17.0
1954 18.1
1955 18.9
1956 19.6
1957 22.5

Sales to Households

Farm Home Consumption of Commodities

The estimate of sales of consumer goods to farm households in-
cludes both the imputed value of farm consumption of farm products
which do not represent cash transactions and the intrasector cash trans-
actions which do not appear in figures for retail sc|es.]3 These esti=
mates for the period 1950-1957 were derived from the total sales by
this sector by subtracting sales to the nonagricultural sector, intra-
sector sales on capital account, and the value of house rent and

consumer services. The estimates computed in this manner are:
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Year Billion Yuan
1950 17.4
1951 22.5
1952 21.6
1953 24.5
1954 23.7
1955 25.5
1956 28.5
1957 29.0

Although farm-held stocks of grain may rise or fall depending on
the success of the harvest, there is no basis on which to estimate in-~
creases or decreases in food inventories in farm areas. For this reason '
it is assumed that all production allocated to farm home consumption
is consumed even though some of this production may in fact be saved

for later time periods.

House Rent and Consumer Services

The value of these has been estimated above.
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4

THE NONAGRICULTURAL BUSINESS
SECTOR ACCOUNT

Table I presents estimates for this sector.

Sales by the Nonagricultural Business Sector

"The Statistical Tubles"] present figures for total retail sales for
1950 and 1952 through 1955. Retail sales in 1951 were reported to
have been 130 per cent of 1950.2 The figurés for 1956 and 1957 are

presented in later publicofions.s' 4 These figures for the eight years

are:
1950 16,794
1951 21,830
1952 27,665
1953 35,041
1954 38,962
1955 40,002
1956 46,500
1957 47,000

There is reason to believe that the data are fairly accurate. Al-
though some of the figures on which the totals are based must be only
rough estimates of sales handled by peddlers and originating in indi-
vidual handicrafts, a substantial portion of trade in the years 1952
through 1957 was controlied by state or cooperative trade organizations,
and for these the data should be reasonably accurate. Also, the data

[39]
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[40] T (41}
Table I11. THE NONAGRICULTURAL BUSINESS SECTOR Table [11. THE NONAGRICULTURAL BUSINESS SECTOR
1950 - 1957 1950 - 1957
(Biflion Yuan) {Billion Yuan}

Line 1950 1951 1952 1953 1954 1955 1956 1957  Line

Sales. - -

To households

9 Goods 14.69  18.74 23.05  27.68 3077 3278  38.49 33.;; 13
10 House rent 133 1.92 2.09 273 3.2  3.46  4.04 438 10
n Consumer services 1.23 1.59 1.83 2.32 2.88 3.16 3.66 .

To agricultural sector
12 For production .70 .90 1.20 1.50 1.60 1.70 2.10 f.gg :§
13 On capital account .50 .50 .70 .80 1.30 1.40 1.60 6.59 I
14 To government 3.20 5.55 4.78 6.65 6.79 6.86 7.30 5.35 1s
15 To abroad 227 2.54 2.82 . 3.58 412 5.00  5.62 .
To nonagricultural business enterprises and
government on capital account
16 State enterprises 1.29  2.32 5.58 8.75 10.76  10.63 15.93, 14.:;; }?
17 Nonstate business enterprises .40 .50 .60 .70 .70 .70 .5 5-00 1
18 Increase in inventories 1.29 2.8 241 2.3t 217 1.2 225 5.0
19 TOTAL SALES 26.90 - 37.44 45.06 57.02 64.31 66.91 77.03 84.00 19
Purchases
20 From agriculture 9.80 11.60 15.60  17.00  18.10  18.90  19.60 25.33 g?
21 From abroad 2.2 3.50 3.74 459 443 6.08 5.32 g 2
22 From government—sales of labor camps .10 .24 24 .33 .21 a7 1 .
Charges against nonagricultural gross product
23 Compensation of employees 2.76 5.74 7.51 9.67 10.28 10.90 14.68 lgf;lz gi
24 Rental income 1.13 1.63 | 1.77 2.32 2.73 2.94 3.43 3-69 P
25 Consumer services 1.15 1.44 | 1.63 2.07 2.61 2.87 3.28 7408 -
26 Nonstate business enterprises 3.57 6.78 ’ 7.49 9.76 9.43 8.42 7.45 .
State enterprises ,
27 Taxes 14 1.00 I .86 2.09 2.15 2.59 2.71 122? g
28 Profits, depreciation, and major repairs 1.19 3.39 : 6.11 8.12 10.54 11.86 14.27 .3‘ s
29 Gain or loss from government resales of - .1 - .33 - .26 - .22 - .32 -
tax collections in kind + .27 .00
30 Indirect taxes 2.22  3.48 4.47 5.53 6.14 6.15 7.44 +7.§>Z 24‘)
31 Discrepancy +2.45 -1.36 -4.25 -4.13 -2.05 -3.75 - .98 .
32 TOTAL PURCHASES AND CHARGES 26.90 37.44 45.06 57.02 64.31 66.91 77.03 84.00 32
Approved For Release 2001/05/23 : CIA-RDP81S00999R000100140001-9




[42] Approved For Release 2001/05/23 : CIA-RDP81500999R000100140001-9

Table 111 (Concluded)
Saurces (lines are numbered consecurively in Tables ff through Vi):
Lines 9-11, see text, Lines 23-26, see tent.

Line 12 = line 6. Line 27 = line 54.

Line 13, see text, page 29. Line 28, see text.
Line 14 = line 65.
Line 15-18, see text.

Line 29 = line 58.

Line 30 = line 55.

Line 31 = sum of lines 9-18 less sum of
lines 20-30.

Line 32 = line 20,

Line 21, see text.
Line 22 = line 57.

are necessarily related to the flow of cash payments through the state
banking system and to production figures. The retail sales figure for
1952 has been checked against unit sales of the most important con-
sumer commodities given in the Five Year F‘lan,5 and the comparison
tends to justify the use of the aggregate retail sales figure as basic in
the construction of the Nonagricultural and Household Accounts.
Communist definitions specify that the retail sales figure includes
all final sales of consumer goods and sales to businesses and government
enterprises for their own use. The estimates of total sales of goods to
the household sector and to farmers for production were derived from

these figures by several adjustments.

Sales to Households

1. Sales of Goods to Households {line 9)

The estimates of sales of goods to households were derived by sub-
tracting from the data for aggregate refail sales the following: estimates
of sales to government and business enterprises, to the agricultural sec-
tor, and of sales of materials for house repairs.

a. Subtraction of government and business purchases. The ratio

of purchases (included in retail sales) by business and government enter~

[43]
W6
prises for their own use ta total sales is said to be "not very |utge‘
The context of this and other discussions of retail sales makes it seem
probable that military purchases of grain and other goods furnished in
kind to the military forces are included in the retail sales figures. Other
business and government expenditures included are, first, administrative
expenses for fuel, stationery, and the like and, second, certain pur-
chases for social, cultural, and educational purposes such as publica-
tions and medicines.

Total government and business purchases included under retail sales
for the period 1952-1957 were estimated as follows. An index ;or com-
modity sales to all inhabitants is given for 1950;hrough 1954, und. such
sales in 1956 are given as 268 per cen;of 1950." Total rural sales in
1952 are given as 15.42 billion yuan,” and the stated increases in such
salesm yield an estimate of 25.5 billion yuan for rurdl sales in 1956.
Wage payments of 1.1 billion yuan to new workers in 1956 are stated
to equal 6.9 per cent of the 1956 "purchasing F;c:wer“ (a term used af
synonymous to commodity sales) of urban areas.” On the basis of this
statement, commodity sales to urban households in 1956 were 15.9 bil-
lion yuan. The index referred to above gives estimates of sales to in-
habitants for 1950 through 1954. The previously referred o 1955 index
for sales to rural inhabitants gives a total of 22.1 billion yuan. The
average increase in money wagesin 1956 for all employees except un-
organized handicraft workers was 14 per cent, ~and this increase was
applied to average income per urban inhabitant. From total “urban
purchasingpower" in 1956, 1.1 billion yuan was subtracted for workers
added, and the remainingtotal of 14.8 billionyuan was divided by 1.14
to obtain an estimate for "urban purchasing power" in 1955 of 13 billion

yuan. The figures for total sales toall inhabitants for 1950 through 1936 are:
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[44]
Year Billion Yuan
1950 15.4
1951 19.3
1952 241
1953 29.0
1954 32.9
1955 35.1
1956 41.4

Subtracting commodity sales to persons from total retail sales, total
retail sales to government and business enterprises are astimated as (in

billion yuan):

Year Billion Yuan
1950 1.4
1951 2.5
1952 3.6
1953 6.0
1954 6.1
1955 4.9
1956 5.1

A reduction of 0,98 billion in these sales was planned for 1957, giving
a target for 1957 of 4.1 Lillion )/uc:n.]3

These figures for total government and business purchases include
the value of imputed wages to military forces and labor camp personnel
and probably cash wages for military personnel. Their value, however,
should be included in sales to households. Therefore, that proportion
of the total wages of military and labor camp personnel in each year
used for commodity consumption is subtracted from the figures given
above. (See discussion of rental and consumer services and Table V,
lines 60, and 63.) The estimates of government and business purchases
excluding such expenditures, which will be subtracted from retail sales,

are:

Approved For Release 2001/05/23 : CIA.
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Year Billion Yuan
1950 0.70
1951 1.40
1952 2.40
1953 4.65
1954 4.80
1955 3.60
1956 3.70
1957 2.70

b. Subtractionof salesto the agricultural sector. Total agricultural

purchases from the nonagricultural sector on current and capital accounts

have been estimated above as follows (see page 29):

Year Billion Yuan
1950 1.20
1951 1.40
1952 1.90
1953 2.30
1954 2.90
1955 3.10
1956 3.70
1957 4.20

c. Subtraction of materials for house repairs. It is probable that

construction materials purchased for repairsare included in retail sales

figures. These purchases, estimated in Section 2 immediately below, are:

Year Billion Yuan
1950 .20
1951 .29
1952 .32
1953 WAl
1954 49
1955 .52
1956 .61
1957 .66

d. Total retail sales to households (line 9). The figures as they
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appear in Table 11, line 9, are the retail sales figure less (1) businessand
government purchases, (2) sales to the agricu'tural sector on current and
capital accounts, and (3) the value of materials for house repairs.

2. Sales of Rental Services and Construction Materials as a Com-

ponent to Nonagricultural Households (line 10)

House rent is estimated as a proportion of total consumer goods purchases.
Two fairly complete reports on income and expenditure patterns were pub=
lished to inform overseas Chinese approximately how much they need to

ts on the mainl

remit to depend | for maintaininga rich, middle, or poor
standard of living. Monthly living expenses for a family of five persons in
Canton and for a family of six persons (three adults) in Foochow are given in
the reporfs.] 4 Per capita expenditures may be derived from these reports.
Anaverage per capita expenditure was obtained for the entire country by
adjusting for regional variations in costs of living {presented in official fig-
ures) and employing a crude distribution of incomes between rich, middle,
and poor. The derived percentage of consumer expenditures for rent was
165 per cent of the estimated household expenditures for consumer goods.

On the basis of similar relationships inother countries, the value of
purchases of construction materials for repairs is estimated to be roughiy
15 per cent of expenditures for house rent. Itistherefore 15 x .165, or
2.5 per cent, of expenditures by nonagricuitural households for con-
sumer goods. The sumof the two expenditures (which equals 102.5 per
cent of expenditures for consumer goods) equals retail sales minus (1)
sales to government and business enterprises (estimated above) and (2)
retail sales to farmers for both consumption and business uses.

Only arough estimate of retail sales to farmers is possible, but, since
an error in the estimate will not cause a large absolute error in the esti-
mates of purchases of construction materials for repairs and the value of

rental services, such an estimate is acceptable for the present purpose .

Y
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1471
it is sufficient to estimate retail sales to farmers by subtracting from total
farm sales to the nonagricultural sector (Table Il tine 4) (1) budgeted and
nonbudgeted agricultural taxes, bond payments, and nontax receipts (see
pages | 08-110), (2) purchases of consumer services (see page 50below),
and (3) increases in rural bank deposits, and adding the increase in agri-
cultural loans by the People's Bank and Credit Cooperatives. Total re-

tail sales to farmers are therefore estimated to have been:

Yeor Million Yuan
1950 7,830
1951 8,490
1952 12,270

* 1953 13,430
1954 14,170
1955 14,890
1956 17,730
1957 17,100

These figures were derived as follows:

1950 1951 1952 1953 1954 1955 1956 1957
Total farm sales to - - = —

nonagricultural

sector” 9,800 11,600 15600 17,000 18,100 18,900 19,600 22,500
Less: Agricultural
taxes 1,860 2870 3160 3090 3490 3470 3470 3710

Less: Miscellaneous
nontax payments and
bond purchases 22 138 107 215 214 320 241 301

Less: Cash purchases s
of consumer services 160 170 250 280 290 310 320 37C

Less: Increases in rural

bank deposits and

credhfooperaﬁve

funds 5 57 45 129 228 333 567 1,000

Plus: Increase in agri-

cultural loans 80 126 232 147 294 421 2723 - 2B

Equal: Retail sales
to farmers 7833 8A91 12,270 13433 14172 14888 17,725 17,096
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“See Table 11, line 4.
fSee page 90.
¥See Table 11, pages 108-109.
55ee page 50.

J‘Tokxl rural bank deposits are given for 1952 and 1956 (NCNA, May 5, 1957);
for 1953-1955 including credit ive funds deposited in the state bank in 1954

and 1955 (Nung-ts'un Chin-jung [Rural Finance] , No. 12, June 29, 1957, pp. 13-
15). The source cited for 1953 and 1954 savings deposits gives the figures for credit
cooperative funds transferred to the state bank for 1954-1956, and no such transfers
probably took place in 1953. Total credit funds ond share capital are given for the
years 19531956 (ibid., No. 11, June 14, 1957, pp. 8-9), with credit cooperatives
not organized in this way before 1953. From the total credit funds and share capital
are substracted the amounts transferred to the bank as deposits to secure estimates of
total share capital and retained funds. In 1957 total rural savings including credit
cooperative funds and share copital increased by 1bilfionyuan (NCNA, December 28,
1957). For 1950 and 1951, the same proportion of tatal bank depasits is used as the
ratio of rural bank deposits in 1952 to total bank deposits.

¥ Agricultural loans from the People’s Bank at the end of the year for 1950 and
1951 cre from the source giving the figures for 1952-1954 in Table 3. The figures
for 1955 and 1956 are given in this table.. In addition, the loan balance for credit
cooperatives af the end of each year is given for 1953-1956 (Nung-ts'un Chin-fung,
No. 11, June 14, 1957, pp. 13+15). At the end of 1957, tofal Toans,incloding —
those for credit cooperatives, are given as 4,000 million yuan (NCNA , February 12,
1958).

Rental value and purchases of construction materials may then be
estimated as follows (in billion yuan):

1950 1951 1932 1953 1934 1935 195 1957

Total retail sales 16,794 21,830 27,665 35041 38,962 40,002 46,500 47,000

Less: Sales to
government and
business enter~

prises 700 1,400 2,400 4,650 4800 3400 3700 2700

= >

[a]

Less: Retail sales
to farmers 7830 8490 12270 13,430 14,170 14890 17,730 17,100

o

Equal: Nonagri-
cultural household

purchases of con-

sumer goods plus

materials for house

repairs 8,264 11,940 12995 16961 19,992 21,512 25070 27,200
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1950 1951 1952 1953 1954 1955 1956 1957

Of which:

Purchases of con~

m

sumer goods 8,060 11,650 12680 16,550 19,500 20,990 24,460 26,540

Purchases of ma-

terials for house
repairs 200 290 315 410 490 520 610 660

-

Addendum:

G Value of house
rentals (line 10) 1,330 1,920 2090 2730 3220 3440 4040 4380

3. Sales of Consumer Services by Nonagricultural Occupations
(line 11)

From the sample studies of consumer expenditures referred to above,

it is estimated that nonagricultural purchases of consumer services not
included in the retail sales total are about 14.5 per cent of total pur-
chases. For the purposes of this study they were dssumed to be 14 per
cent of the nonagricultural purchases of consumer goods and materials
for house repairs (see above, page 48). Purchases of such consumer services

by the nonagricultural population are estimated, therefore, as:

Year Million Yuan
1950 1,160
1951 1,670
1952 1,820
1953 2,370
1954 2,800
1955 3,010
1956 3,510
1957 3,810

Since the sample expenditures used include educational and medical
fees, which are included under government nontax receipts, these pay-
ments, as given in Table V (line 56), are subtracted to secure the

estimated value of purchases from nonagricultural enterprises.
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Estimated purchases of consumer services from the nonagricultural
population by farmers must be added. As indicated onpage 34, 0.7 per
cent of net farm income in 1952, excluding gross investment expendi-
ture and the value of farm home food processing and including the im-
puted value of rent and consumer services, is estimated for such farm
cash purchases. This percentage equals about 250 million yuan in 1952,
In other years, these purchases are assumed to be the same ratio as in

1952 to farm cash sales to the nonagricultural population less budget

taxes, nontax receipts, and bond purchases. The resulting estimatesare:

[511

Sales to Government (line 14)
Sales to overnre A

Sales to the government sector are estimated on page 123 below .

Sales Abroad

Total foreign trade (exports plus imports) in 1954 is given as 8.487
.16

billion yu«:\n..Is An index of total importsand exports is given ~ which,

using the 1954 figure as a base, indicates the following value of foreign

trade in other years:

Year Million Yuan
1950 160
1951 170
1952 250
1953 280
1954 290
1955 310
1956 320
1957 370

Total sales of consumer services by nonagricultural occupations are

therefore estimated as follows (line 11):

Year Billion Yuan
1950 1.23
1951 1.59
1952 1.83
1953 2.32
1954 2.88
1955 3.16
1956 3.66
1957 4.10

Sales to the Agricultural Sector (lines 12 and 13)

Year Mitfion Yuan
1950 4,160
1951 5,950
1952 6,490
1953 8,110
1954 8,487
1955 11,020
17

OF this total, exports were as follows:

Yeor Million Yuan
1950 2,040
1951 2,450
1952 2,750
1953 3,520
1954 4,060
1955 4,940

Final figures for 1956 give exports as 5,568 million yuan and imports as
5,297 million; the 1957 planned quotas were for exports of 5,200 million
and for imports of 4,755 million yuan.ls The over-all trade figure in
1957 was actually 10,130 million yucln,|9 and, in the absence of final
figures for exports and imports, exports are estimated to have been 5,290

million yuan and imports to have been 4,840 million yuan. Remiftances

Sales to the agricultural sector on current and capital accounts are

s 2
estimated on page 29 above. from overseas are reported in millions of US dollars as:
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Year Million Dollars
1950 60
1951 30
1952 20
1953 12

The 1953 figure is also used for 1954 through 1957. On the basis of
prewar figures for gold producﬁon,zl gold production for 1950 through
1957 is roughly estimated at 10 million US dollars a year. Converted
at the exchange rate for each year based on the cross rate with the

Hong Kong dc|(ar,22 such additional "sales abroad" are:

Year Million Yuan
1950 225
1951 20
1952 65
1953 55
1954 55
1955 55
1956 55
1957 55
Total sales abroad are therefore estimated as follows (line 15):
Year Billion Yuan
1950 2.27
1951 2.54
1952 2.82
1953 3.58
1954 4.12
1955 5.00
1956 5.62
1957 5.35

Sales to Business and Government on Capital Account

1. State Investment (line 16)
The term "state investment* asused in this study includes gross invest-

ment purchases by state enterprises and government organs, excluding

[53]
the military establishment. Any military expenditures for investment
purposes included in the budget figures for military expenditures are
included under government purchases on current account. State invest—
ment expenditures paid for our of nonbudgeted funds are estimated to
be negligible except for major repair expenditures, which are estimated
to be paid for entirely out of allocations for the purpose by state enter—
prises. These of course are outside of the budget. Budgeted investment
expenditures for nonstate enterprises are estimated to be negligible.

Tounderstand the derivation of the estimates for investment expendi-
tures, it is necessary fo understand the relationships among three concepts:
investment expenditures, used in this study in the usual economic defi-

nition; " ic construction ditures, " as used in the Chinese
i P .

budget; and "expenditures for completed capital construction," as used
in other Chinese statements.

Economic construction expenditures as shown in the Chinese budget
include all budget expenditures for economic departments. The largest
portion of these is for “capital construction" or investment. These are
indicated separately in budget data. However, budget grants for work~
ing capital include funds not only for inventories of construction enter—
prisesbut also for cash reserves and other purposes.'r Furthermore, eco~
nomic construction expenditures include budget grants for the trial
manufacture of new products, and a small amount for operating ex=
penses of ministries or enterprises which do not have their own account-
ing system and whose total receipts and expenditures are included in
the budget. Only in agriculture do the “miscellaneous expenditures"

,Budgct data are used to estimate changes in inventories in construction
and in installation of mackinery and equip A considerable portion of work-

ing capital for inventories of cperating enterprises is financed by the banking
system; hence the budget is not used os the basis for estimating these.
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included within "economic construction expenditures” seem to be in-

vestment expenditures. Some budget expenditures for "economic con-
struction” must therefore be excluded from the estimates of investment
expenditures.

Budget data on capital construction expenditures include all such
expenditures in the year concerned. However, they do not include the
miscellaneous agricultural investment expenditures referred to above.
Furthermore, some expenditures included in the budget within social ,

cultural, and educational penditures are for in and not for

current government purchases (see page 122). To estimate these two
components of investment it is necessary to use data on “completed
capital construction," which differ from budget data. Construction
enterprises are advanced funds before the actual start of construction
for the purchase of construction materials and for paying wages. These
funds are included in the data for “completed capital construction”
only in the year in which some structure, subproject, or installation is
formally termed "completed." It is not clear at what precise stage of
consiruction, parts of a project are placed in this category, but it is
known that such "completions" are at lesser stages of completion than
when a project is ready to begin operation. Owing to this practice,
some expenditures shown in the figures for completions for a given
year may actually have been included in budget expenditures in the
previous year. Thus there may be some error in the allocation by years
of the expenditures mentioned in this paragraph. Any such error is be-
lieved to be small.

Since the term "expenditures for completed capital construction"
refers to expenditures as indicated above, it includes only the progress

of construction and installation and thus excludes various expenditures

~—

|
|
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which seem to be included in the budget data for capital construction
expenditures, notably, expenditures for preliminary preparations for
construction, the stockpiling of construction materials and equipment,

investment in operating inventories, general geological prospecting,

i i d
and military land recl ion. These expenditures have been include

in gross investment in this study.

OFf these various differences between budget expenditures for capi-
1al construction and expenditures for completed capital construction
shown in other sources, the largest, quantitatively, is that relating fo
inventories, including stocks of materials and equipment. In years
when construction enterprises are adding fo inventories, “completed”
investment for these enterprises is less than budget expenditures, where-
as in 1956, when inventories were probably reduced, “completed” in-
vesiment may have been somewhat greater than budget expenditures for
these enterprises.

Budget expenditures for capital construction are given as!

Year Million Yuan
1952 5,013
1952 ’

1953 8,145
1954 9,592
1955 9,517

For 1950 through 1952, tota! budgeted capital construction efpendié:res
are reported tohave been 22 per cent of total budget expenditures,

or 7.81 billionyuan, of which 2.80 billionyvan were spent in 1950 and
1951. Thisis 53.4 per cent of total economic construction expenditures
for these two years. 5 If it isassumed that the ratio of capital construc-
tion expenditures to total budgeted expenditures was the same in 1950 as
in 1951, the resulting estimates for capital construction expenditures are

925 millionyuanin 1950 and 1,875 millionyuan in 1951. The source
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cited above (note 23) gives the planned figure for capital construction
expendituresin 1956 as 14,874 million yuan, which equals 92.6 per cent of
planned economic construction expenditures. When applied to the final
figures for economic construction expenditures in 1956, 2 this percent-
age permits a rough estimate of budgeted expenditures for capital con=
struction of 14.7 billion yuan in 1956. The estimate for total budget
appropriations for capital construction in 1957 was derived as follows.
Total expenditures for economic construction and social, cultural, and
educational expenditures are given in the budget as 19,600 million
yuan,27 and the data indicate that of these total expenditures 1,040
million yuan were budget grants for working capital and 5,552 million
yuan were operating expenses. These figures furnish an estimate for
capital construction expenditures in 1957 of 13.0 billion yuan.

As has been indicated, these budget expenditures probably include
expenditures for "completed capital construction, " for general geo~
logical prospecting, military land reclamation, stockpiling of materials
and equipment, inventory requirements of construction activities, and
cash reserves. Additions to cash reserves need to be excluded. Accord-
ing to the First Five Year Plan, 3.2 per cent of total capital construc-
tion expenditures were to be for cash reserves; thus, to estimate gross
investment expenditures, the figures given above were reduced by this
percentage. .

The types of expenditures referred to above are defined in Commu-
nist terminology as "basic construction.” They exclude expenditures
for the major overhaul of equipment and agricultural expenditures, such
as dike repairs, both of which are included within gross investment in

this study. Nonbudgeted funds allocated for major repairs are estimated
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on page 92 below. In the period of restoration from 1950 to 1952, itis
probable that all such funds were actually expended. At the end of
1955, however, unexpended funds were 42 per cent of major repair
expenditurss in that year. % Assuming a constant rate of accumulation
of unexpended funds in the period 19 53-1955, unexpended funds in each
year were 16.8 per cent of expended funds, or 14.4 per cent of total
funds. This percentage is used for the years 1953-1957. Major repair

expenditures are therefore estimated to be:

Year Million Yuan
1950 320
1951 340
1952 380

* 1953 385
1954 495
1955 575
1956 720
1957 845

The capital construction expenditures estimated above include agri-
culture, but, as has been indicated, they do not include certain ex—
penditures in agriculture which ought to be included in gross investment.
Total economic construction expenditures for agriculture, forestry, and
water conservation are given in budget data for 1950 through 1955,
the final 1956 budgef,30 and the preliminary final 1957 budger.al
The difference between economic construction expenditures in agricui-
ture, forestry, and water conservation and estimated budget capital
construction expenditures in these fields is therefore added to the fig-
ures derived above. Expenditures for completed capital construction
for agriculture, forestry, and water conservation for 1952 through 1955

32
are given in "The Statistical Tables":
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Year Million Yuan
1952 517
1953 652
1954 363
1955 601

Such expenditures were 1,160 million in 1956 and were planned to be
970 millionin 1957. 3 Itisestimated that capital construction expendi-
tures were the same proportion of budgeted economic construction ex~
penditures in 1950and 1951 asin 1952, and capital construction expendi-
turesin 1957 are estimated to have been the same proportion of total
expenditures as in the planned budget for 1957.

These figures from "The Statistical Tables" for completed capital con-
struction inagriculture, forestry, and water conservationare thought tobe
virtually identical with budget expenditures for capital construction in
these fields, except that the budget figures include expenditures for mili-
tary land reclamation. On the basis of the First Five Year Plan, military
land reclamation isestimated to equal 9.2 per cent of completed capital
construction for agriculture, forestry, and water conservation. The fi gures
given in the preceding paragraph were therefore increased by this percentage.

Subtracting these estimates of capital construction expenditures from
budget figures for economic construction for agriculture, forestry, and
water conservation, the following estimates are made for related gross in-

vestment expenditures for agriculture, water conservancy, and forestry:

Year Million Yuan
1950 77
1951 166
1952 350
1953 479
1954 979
1955 842
1956 1,017
1957 1,006

Total state gross investment expenditures, then, are estimated to
equal the sum of budget expenditures for capital construction less 3.2
per cent for cash reserves, plus major repair expenditures and miscel-
[aneous gross investment budget expenditures for agriculture, water

conservancy, and forestry. The estimates are (line 16):

Year Billion Yuan
1950 1.29
1951 2.32
1952 5.58
1953 8.75
1954 10.76
1955 10.63
1956 15.97
1957 14.44

2. Nonstate Investment (line 17)

The only data for nonstate investment in the period 1950-1955 are
for the total increase in fixed assets of nonstate enferprise industrial
enterprises including individual handicrafts, given for 1950 through
1952 as 0.67 billion yuan and for 1953 through 1955 as 1.09 billion
yuan.34 Approximations of total nonstate investment in these years
were made on two assumptions: (1) that the ratio of nonstate industrial
investment to the gross value of nonstate enterprise industrial produc~
tion remained constant for the three years of each period; and {2) that
the ratio of additions to fixed assets of nonstate industrial enterprises
to increases in fixed assets of all nonstate enterprises (industrial, com-
mercial, and other sectors) also remained constant for the three years
of each period.

Applying the first assumption, additions to fixed assets of nonstate
industrial enterprises and individual handicraftsmen for the years 1950-

1955 are:
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Year Million Yuan
1950 170
1951 230
1952 270
1953 360
1954 370
1955 360

The gross value of industrial fixed assets in 1949 was 52.6 per cent of
total fixed assets; in 1952, 53.4 per cent of total fixed assets; and in
1955, 56.9 per cent of total fixed ossers.35 The total gross value of
industrial fixed assets was 12.84 billion yuan in 1949, 15.85 billion
yuan in 1952, and 26.30 billion yuan in ]955.36 Computation of non-
industrial fixed assets from these data indicates that the increase in
nonindustrial fixed assets in the period 1950-1952 was about 75 percent
of that in industrial fixed assets, and the increase in nonindustrial fixed
assefs in the period 1953~1955 was about 60 per cent of that in indus-
trial fixed assets. On the assumption of these proportions holding for
nonstate enterprises taken separately, total additions to fixed assets for

all nonstate enterprises are estimated as:

Year Million Yuan
1950 298
1951 403
1952 473
1953 576
1954 592
1955 576

Total state completed investment for the years 1950-1956 was 26 per

cent higher than total additions to fixed assers.37 The estimates above
for additions to fixed assets were raised by this percentage for the esti-
mates of total nonstate enterprise investment. The portion of these ex-
penditures paid for out of budgeted funds is estimated to be negligible.

In 1956and 1957 practically all private enterpriseswere socialized and

[61]
brought under state plans. tn 1957 nonbudgeted investment for coopera-
sives and other socialized enterprises is given as 465 million yuun;ss
the 1956 investment of nonstate enterprises is assumed to have been at
the same level as in 1957,

Weak as these estimates are, they indicate the general order of mag-
nitude of investment of nonstate enterprises. The estimates (rounded to

the nearest 0.1 billion yuan) are:

Year Billion Yuan
1950 .40
1951 .50
1952 .60
1953 .70
1954 70
1955 .70
1956 -50
1957 .50

3. Increases in Inventories (line 18)

Changes in the levels of inventories held by construction and trans-
portation enterprises are not considered in this section. Construction
inventory changes are already reflected in budget expenditures for basic
construction, and budget data indicate that transportation inventories
are likely to be small.

The magnitude of the increases in inventories in trade and indusiry
is estimated crudely from data on increases in amount of stock of state
commerce, increases in capital of private trade, working capital for in=
dustry in 1952 and 1955, increases in working capital of state industry
together with figures on proportions of wholesale and retail turnover
for state, joint state—private, cooperative, and private trade, and propor-
tions of the gross value of output by state, cooperative, joint state-
private, and private industry. These estimates are summarized in Table

5 and explained below.
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Table 5 Table 5
CHANGE IN INVENTORIES, 1950-1957 CHANGE IN INVENTORIES, 1950-1957
(Billion Yuan) (Biltion Yuan}
Line 1950 1951 1952 1953 1954 1955 1956 1957 Line
Total inventories in industry and trade:
A Industry 1.780 2.5%0 3.340 4.420 4.560 4.580 5.380 6.880 A
Trade
B State, joint state-private, and
cooperative 1.5%0 2.940 4.610 5.680 8.630 10.480 8.260 11.760 B
C Private 1.760 1.950 1.790 2.080 1.540 .900 .180 .000 C
D TOTAL 5.130 7.480 9.740 12.180 14,730 15.960 13.820 18.640 D
Change in inventories:
E Industry and trade e 2.350 2.260 2.440 2.550 1.230 -2.140 4,820 3
F Changes in government stocks of tax
collections in kind 110 .530 .150 -.130 -.380 -.010 - .110 +.180 F
G TOTAL CHANGE 110 2.880 2.410 2.310 2.170 1.220 -2.250 5.000 G

a. Industry. The estimate for industry requires first an estimate

of working capital at the end of each year. Total net fixed assets and

working capital at the end of 1952 are reported as 14.32 billi:my\.!an,39

of which net fixed assets are reported as 10.14 billion yuun,40 leaving
industrial working capital as 4.18 billion yuan. The 1952 relationship
of working capital to gross value of production is used for 1950 and
1951, giving estimates of 2.23 billion yuan in 1950 and 3.24 billion
yuan in 1951. The article referred to in note 39 also states that working
capital at the end of 1955 was 5.73 billion yuan.

The estimates for 1953 and 1954 have to be derived from figures on
state working capital. Since state industry is reported to have had 81.1
per cent of fixed assets in 1952,4] and total net fixed assets have al -
ready been estimated at 10.14 billion yuan, net fixed assets of state

industry were 8.22 billion. Net fixed assets and working capital for

state industry were 10.89 billion yuan, leaving a working capital of
2.67 biliion.42 Total working capital of state industry is reported to
have increased 35.5 per cent in 1953 over 1952, 11.0 per cent in
1954 over 1953, 6.4 per cent in 1955 over 1954, and 17.4 per cent in

1956 over 1955.43 State industrial working capital is therefore esti-

mated as:
Year Billion Yuan
1952 2.67
1953 3.62
1954 4.02
1955 4.28
1956 5.02

The residual figures for nonstate working capital in 1952 and 1955 are
12.7 per cent of gross value of production for these enterprises in 1952

and about 10.0 per cent of gross value of output in 1955. These ratios
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are about two-thirds of the corresponding ratios for state industry of
18.7 per cent in 1952 and 15.2 per cent in 1955. The ratio for nonstate
working capital in 1953, 1954, and 1956 is therefore assumed to be
two-thirds that for state enterprises. This assumption yields estimates
for nonstate working capital of 1.91 billion yuan in 1953, of 1.68 bil~
lion yuan in 1954, and of 1.71 billicn yuan in 1956. Summing the esti~
mates for state and nonstate industry for each year yields the estimate
for all industry. About four-fifths of working capital in industry is re-
ported to be used for materials related to production, and the remainder
is related to c:iisrriburicm.44 Most of the latter category is for cash re~
serves and accounts receivable. The estimates of inventories for 1950
through 1956 given in Table 5 are based on a flat percentage of 80 per
cent of total working capital as estimated for each year. The increase
in inventories for industry in 1957 is reported as 1.5 billion yuc:n.45

b. State, cooperative, and joint state~private trade. The arti-

cle cited above reports percentage increases in the amount of stock in

state commerce as follows:

Year Per Cent
1951 83.6
1952 49.7
1953 20.0
1954 44.4
1955 23.0
1956 -16.1

Government stocks of commodities decreased by "some 2 billion yuan"
in 1956.47 This decrease probably includes a decrease in stocks of
state trading departments and in construction materials which were
used in capital construction in 1956, since the article giving the fig-
ures for stock of state-operated trade states that capital construction

increased more rapidly than production of construction materials and

[65]
that purchasing power increased more rapidly than production of industrial
consumer goods. Both the figures given for the increases in output of such
construction materials in 195648 and those for the greater increase in
purchases of these mmericlls49 indicate that stocks of construction ma-
terials decreased by some 700 million yuan. Since such construction
materials were reported in 1955 to be overstocked to the extent of 1,440
million yuan,soth?s estimate of the amount by which stocks of construc-
tion materialswere drawn down is reasonable. Therefore, stocks of state~
operated trade are estimated to have decreased by 1.3 billion yuan.
This figure and the percentages of annual change given above furnish
the following very rough estimates for the total value of inventories for

state-operated trade:

1950 1.38
1951 2.53
1952 3.78
1953 4.54
1954 6.56
1955 8.07
1956 6.77

Itisassumed that inventories at the wholesale level in relation to sales
were twice the inventories at the retail level and that state-operated
trade handled inventory requirements for joint state-private trade. On
these assumptions and using figures for sales turnover in "The Statistical
Tables" and the official statistical report for 1956, 3 state-operated
trade handled the following percentages of total inventories of state,

cooperative, and joint state~private trade:

Year Per Cent
1950 87
1951 86
1952 82
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1953 80
1954 76
1955 77
1956 82

The estimated value of inventories for the total group presented in
Table 5 was obtained by assuming that inventories in state trade con~
stituted these percentages of total inventories in state, cooperative,
and joint state-private trade. The total increase in inventories for com~
mercial enterprises is given as 3.5 billion yvan in 1957.52

c. Private trade. An article on private commercial rrade53 pre-

sents an index of the value of capital in private commercial trade as

follows:
Year fndex
1950 100.0
1951 110.6
1952 101.5
1955 51.0

Capital in 1954 decreased by 26 per cent compared to 1953, but the
percentage change of private-trade capital during 1953 is not reported.
Data for other years, however, show that except for 1951 there is a
rough correspondence between the change in retail sales and the change
in capital of private trade.” Retail sales by private trade went up 15.9

per cent in 1953, Capital in 1953 is therefore estimated to have been

The article cited (ECMM, No. 52, September 17, 1956) gives the following

data on retail sales, capital, personnel, and number of trade establishments in per
cent of previous year:

Retail No. of Trade
Year Sales Capital Personnel Establishments
1951 131.4 110.6 1nt.8 1.9
1952 91.6 91.8 91.5 95.7
1953 15.9 n.a. n.a. n.a.
1954 73.6 74.0 73.4 75.8
1955 (%
of 1952) 46.5 50.2 57.6 68.2

~—

i
|
i

Approved For Release 2001/05/23 : CIA-RDP81S00999R000100140001-9

[671
about 16per cent above the 1952 level; and this estimate givesacomplete
index of the value of capital inprivate commercial trading establishments.

At the end of 1955, total capital of private trade in municipalities
was reported as 460 million yuan, total number of establishments as
1,233,000, and total number of personnel as 1 ,7‘)’2,000.54 According
to an article on rmde,s5 private commercial trade in municipalitiesin
1955 included 45 per cent of total private trade establishments and 49
per cent of total personnel, including self-empl oyed traders. Since
total ;personnel seems to be more typical of changes in total copital in
the article quoted above, the personnel percentage was used to esti=
mate_ total capital for private trade. The estimate for 1955, rounded,
is therefore 900 million yuan. The index was used against this figure to
secure estimates of private frade capital in the years from 1950 through
1955 as presented in Table 5. In 1956, retail ‘trade of private commer-
cial enterprises was 20 per cent of 1955 retail trade, and this percent-
age was applied to inventories. In 1957 these enterprises were probably
brought under state control. In view of the very rough basis of estimat-
ing “capital," all capital is ossumed to be invested in inventories. The
average ratio of inventories to sales as estimated is well below that for
state enterprises.

d. Changes in government stocks of tax collections in kind. In-

creases or decreases in government stocks of tax collections in kind are
estimated onpages 116-117. These purchases, plus or minus, on capital
account are offset by a corresponding item in the government surplus
on current account.

e. Increases in inventories in 1950 (line 18). Table 5 does not

include an estimate of the increase in inventories in 1950. In view of
the greater scarcity of goods in 1950 than in 1951, increases in inven=

tories other than tax collections in kind were assumed to have been
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half the increases that occurred in 1951, which gives an estimated 1.29

billion yuan for the total increase in inventories.

Purchases and Charges for the Nonagricultural
Business Sector

Purchases from Other Sectors

1. From Agriculture (line 20)

This item is identical with Line 4 inthe Agricultural Business Sector
Account .

2. From Abroad (fine 21)

Total imports for 1950 through 1955 were estimated by subtracting
exports from the total value of foreign trade. Imports are reported for

1956 and 1957. (See page 51.) Estimated imports are:

Year Billion Yuan
1950 2.12
1951 3.50
1952 3.74
1953 4.59
1954 4.43
1955 6.08
1956 5.30
1957 4.84

3. From Government (line 22)
This item represents estimated miscellaneous state receipts from
sales of commodities produced by forced labor and is identical fo line

57 in the Government Sector Account.

Charges against Nonagricultural Gross Product

1. Compensation of Employees

a. Employees of state, cooperative, and joint state-private enter-

prises and government organs. Total money wages of these employees

are reported to have been 6.5 billion yuan in 1953, 7 .4 bilfion yuan
in 1954, 8.3 billion yuan in 1955, and 10.7 billion yuan in 1956.56
The 1956 figure, however, probably does not inciude workers of enter-
prises that were socialized in 1956. The inclusive figure for 1956 is
given as 12.9 billion yuun.57 All workers probably were brought under
state plans in 1957, and total wages were 15.25 billion yuan.58 Wages
in socialized enterprises in 1955 are reported as 76 per cent above those
of 1952,59 indicating a money wage bill of 4.7 billion yuan in 1952
for these employees. The total number of employees in socialized enter-
prises was 5,195,000 in 1950 and 7,790,000 in 'I‘3’51.6(J The Five Year
Plan figure for 1952 is 10,124,000.61 The index of average money wages
for industrial workers in 1950 was 63.4 per cent of 1952; in 1951 itwas
90.1 per cent of 1952 (see Chapter 8, below, Table 15). In the ab-
sence of data on average money wages for all employees, the index for
average money wages for industrial workers is assumed to indicate also
the change in average money wages for state, cooperatives, and joint
state-private enterprises. On this assumption, total money wages for
these groups were calculated from the data given above. The estimates
are 1.5 billion yuan in 1950 and 3.3 billion yuan in 1951.

Employees in this sector, numbering 10,124,000 in 1952 according to
the Five Year Plan, probably included permanent workers only. Temporary
employees in the socialized sector are estimated fo have numbered about
590,000 (see Table 6). Therefore, a money wage bill of 4.7 billion
yuan in 1952 indicates an average annual wage of about 440 yuan.

Two checks of the reasonableness of this average wage can be made.
Membership in the All-China Federation of Labor increased from 7.27
million persons in 1951 to 10.2 million by the end of 1952; this suggests
an average membership during the year of 8.7 million persons. 62 Ac-

cording to the financial report of Li Tsai-wen on May 3, 1953, the
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Table 6

NUMBER AND WAGES OF WORKERS AND CLERICAL STAFF IN
THE SOCIALIZED SECTOR, COMMUNIST CHINA, 1952

Number of Average
Workers Annual Wage}r Total Wages

Sector (Thousands} {Yuan) (Million Yuan)
Industry 2,863 540 1,546
Commerce 1,134 425 482
Transportation and
telecommunications 716 530 379
Agriculture, water con—
servancy, afforestation,
weather bureau 239 400 96
Building 1,021 500 510
Government admin-
isfrcripn 1,523 300 457
Social , cultural, and
educational activities 2,282 400 913
Municipal public
utilities 41 500 21
Finance 305 425 130
Total permanent
employees 10,124 448 4,534
Temporary employees 590 450 265

TOTAL EMPLOYEES 10,714 448 4,799

«
Figures from First Five Year Plan.

tBased on sample wage data from newspaper reports.

All-China Federation of Labor received dues payments from its na-
tional unions of 3,794,825 yuan in 1952.63 Since union dues are 1 per

cent of total wages and national unions contribute 10 per cent of dues
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collected to the All-China Federation of Labor, the total wage bill is
estimated to be 3,795 million yuan for the 8.7 million union members.
The average wage indicated by this estimate is 436 yuan—very close to
the average wage estimated above.

A second check can be made by using labor force figures and aver-
age wages by sector based on sample wage data for 1952. A summary
of this estimate is presented in Table 6. The average wage so deri ved

is 448 yuan, slightly higher than the average estimated above.

b. Subtraction of comp ion for go ploy The

estimate of money wages obtained above includes compensation of
government administrative employees and cultural, educational, and
me;iiccnl workers. This must be subtracted. The data presented in Table
6 indicates that money wages in 1952 were 913 million yuan for cul=
tural, educational, and medical workers and 457 million yuan for ad-
ministrative workers. The total wage bill shown in Table 6 is 4,799
million yuan, which is slightly larger than the total of 4.7 billion yuan
estimated on page 69. Reducing the component figures fo make them
consistent with a total of 4.7 billion yuan yields estimates of 890 mil-
lion yuan for cultural, educational, and medical workers and 450 mil-
lion yuan for administrative workers in 1952. This leaves 3.36 billion
yuan as the money wages of employees in state, cooperative, and joint
state-private enterprises.

Since little information for 1950 and 1951 is available concerning
these employees, money wages for this group in these years were
crudely estimated by assuming that they were the same proportion of
total expenditures for the relevant category of the budget as in 1952.
On this basis, money wages for administrative workers were 340 million
yuan in 1950 and 450 million yuan in 1951. The money wages for so-

cial, cultural, and educational employees are estimated, by this
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procedure, to have been 290 million yuan in 1950 and 520 millionyuan
in 1951. The number of these employees in the years 1953 through 1957
is presented in Table 7 below. The index for average money wages for

all employees, excluding those in private enterprises, is as follows (see

Table 15):

Year Index Year Index
1952 100.0 1955 119.4
1953 110.1 1956 133.5
1954 114.9 1957 139.4

In the absence of specific trends in wages of government workersalone,
the over-all index is used to estimate money wages for administrative
workers and for social, cultural, and educational employees. There-
fore, money wages for administrative workers, for social, cultural
educational, and medical employees, and for employees in state, co-
operative, and joint state-private enterprises are estimated to have
been as follows (in million yuan):

Social,
Cultural, Employees in
Educational,  State, Cooperative
Administrative  and Medical and Joint State-

Year Workers Employees Private Enterprises
1950 340 290 870
1951 450 520 2,330
1952 450 890 3,360
1953 490 1,030 4,980
1954 510 1,120 5,770
1955 560 1,310 6,430
1956 630 1,650 10,620
1957 640 1,740 12,870

c. Compensation of employees in private enterprises. Total

money wages of employees in the socialized sector and in private in~

dustry trade, construction, and transportation are stated to have been
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6.7 billion yuan in 1952 .M Subtracting the wages for the socialized
sector indicates that total money wages for private employees were 2
billion yuan in this year.

Data are available for other years for the number of employees in
private enterprise. To obtain estimates of the total money wage bill in
private enterprise, an estimate of changes in average money wages per
worker was derived.

A first approximation estimate for 1952 was derived by comparison
with Table 6. For commerce, the average wage for employees shown
in Table 6 was used. For transportation and construction, an average
wage of 510 yuanwas employed, which is the average of state wage rates
for modern transportation and construction in Table 6. Light industry
workers receive lower wages than those in heavy industry, and private
industry is more heavily concentrated in |igh‘t industry than in heavy
industry; therefore, an average wage of 500 yuan was used for private
industry, in comparison with the average wage of 540 yuan in non-
private industry shown in Table 6. '

These wage estimates were then checked by comparing a total pri-
vate enterprise wage bill estimate derived from them with the estimate

of 2 billion yuan already obtained. Data in the First Five Year Plan

indicate the following number of employees in the various sectors of

private enterprise in 1952:

Sector Employees
Industry 2,542,000
Commerce 2,320,000
Transportation and construction 221,000
tndividual handicrafts and
carrier services 5,247,000
Personal services 567,000
TOTAL 10,897,000
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Table 7

TOTAL EMPLOYEES IN THE NONAGRICULTURAL BUSINESS
SECTOR AND GOVERNMENT, 1950 -1957

Line 1950 1951

Government

State, cooperative, and joint state-private
enferprises

A Permanent ...
B Temporary i
C Government administrative
D Social, cultural, and educational acﬁviries§ e
[

E  Municipal public utilities ! .
F TOTAL PERMANENT EMPLOYEES IN

SOCIALIZED SECTOR 5,195 7,790

Private sector
*x

G Industry 1,816 2,300

Tradett 14 2,265 2,535
1 Transportation and construction™ 240 320
J Individual handicrafts and carrier servic:es§§ 3,280 4,470

]

K  Private personal services“ ! .
L TOTAL EMPLOYEES aee e

.
The figure of permanent workers in1952 is given in the First Five Year Plan.
The annual statistical report for 1953 (Suppiement to Peopie’s China, No. 22,
November [6, 1954) gives the total as 8,890,000, a figure which can be recon-
ciled with the Five Year Plan data only if it includes femporary workers and the
First Five Year Plan figures exclude them. The figure for 1953 is the residualfrom
the figures for government and social, cultural, and educational personnel against
the total for the socialized sector. The 1954 figure checks both as a residual and
against the total claimed increase of 800,000 workers in 1954. (NCNA, Septem-
ber 22, 1955.) The 1955 figure is part of figures on 1955 fabor force. See note
below. Figures for 1956 (NCNA, July 5, 1957) and 1957 (NCNA, February 13,
1958) are given, inclusive of temporary workers, but exclusive of workersoutside
plan. The figure for workers outside the state plan in 1956 is a residual from
the other figures and the total number of workers (TCKT, No. 14, July 29, 1957,
pp- 13-14), and all workers were probably brought under the state planin 1957,

H;gures for temporary workersare based on the annual statistical report for 1953
and other dataasgiven. These figuresare not essential to the methodology used,
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Table 7
TOTAL EMPLOYEES IN THE NONAGRICULTURAL BUSINESS
SECTOR AND GOVERNMENT, 1950 - 1957

1952 1953 1954 1955 1956 1957 Line

6,278 8,330 9,095 10,024 16,349 19,153
(587) (560) (600) (885) .. .
1,523 1,500 1,500 1,576 1,600 1,550

2,282 2,390 2,500 2,810 3,160 3,200
41 50 55 60 70 70

m o N®>P

10,124 12,270 13,150 14,470 21,179 23,973 F

2,542 2,745 2,350 1,730 G
1,131

2,320 2,00 1,545 1,335 H

221 210 180 130 '
5,247 J
567 K
21,021 L

but are included fo show the basis by which some of the reports have been reconciled
with the other data available.

Hrhe 1952 figure hasalready been discussed, and the 1955 figure was givenina
report on the 1955 labor force in the socialized sector. (KTTH, No. 23, December 14,
1956, pp. 28-30.) The figures for 1953and 1954 are based on the general [evel for
1952 plus reports of slight reductions in government personnel. The 1956and 1957
figuresare basedon reparts of trendsand not on specific data.

Social, cultural, and educational workers are given in the sources cited for 1952
and 1955. The 1954 figure is estimated on the basis of a reporton the labor force
(SCMP, No. 14, November 14, 1955) and the 1953 figure is interpolated. The increase
in 1956 is given (Chi-hua Ching—chi {Planned Economyl, Peiping, No. 3, March 9,
1957, pp. 14-15), and little increase was expected for 1957.

Figures for municipal workersare available only for 1952 butare moved with
over—all trends in order to secure the residual for employees in economic departments.

T The figures for 1950 through 1953 are taken from anarticte on employees in the
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socializedsector. (ECMM, No. 36, May 21, 1958.) The figure for 1954 istaken from

the statement in Li Fu=shun's report on the First Five Year Plan that employees in-

creased by 3million from 1952 10 1954. (Supplement to People’s Ching, August 16,

1955.) The 1955 figure is given in the report cited above, after subfracting figures

on temporary employees. The 1956and 1957 figuresare given. See note  *) above.
P

A figure for 1950 and a percentage increase in 1953 are reported. (KTTH, No.
19, October 14, 1956, pp. 4-8.) Figures for the other years are based on estimates
of output and an index of output per worker, excluding staff and miscellaneous
workers. (ECMM, No. 63, December 31, 1956, p. 6.)

Mthe figures are bosed on percentage changes in number of employses for the
periods 1950~1952 and 1954-1955. (ECMM, No. 52, September 17, 1956, pp. 19-22.)
The 1953 figure is based on a residual from total industry and commerce. (Supple—
ment to People's China, No. 22, November 16, 1954.)

iiCons»rucﬁonwarke«s in private enterprises are estimated at 30,000 in 1952
as a residual from total workers (TCKT, No. 14, July 29, 1957, pp. 13-14) and fig-
ures for the socialized sector given in the First Five Year Plan. Private construc—
tion workers are given as 100,000 in 1950 and 150,000 in 1951 (KTTH, No. 24,
December 29, 1956, pp. 31-33). By 1953 all construction workers were probably
socialized. Transportation workers are estimated at 191,000 in 1952 and their
numbers for 1950 through 1955 are estimated as the same ratio to private indus—
trial workers as in 1952.

8 1e 1952 figure has already been cited. The figures for 1950 and 1951 are
crudely estimated in the same proportion to tofal labor force as in 1952. No
specific data are available for employees in these groups after 1952, except that
the total number of people involved in individual handicraft in 1956 was 8 per
cent higher than in 1952. (NCNA, December 16, 1957.) Since some of those in—
cluded in this total have probably been converted into joint state-private or state
enterprises, the total labor force in these groups is assumed to have remained con-
stant since 1952.

Iwl‘igures taken from the First Five Year Plan.

The average wages estimated above, together with these employment
figures, indicate a total money wage for these groups of 2.37 billion
yuan in 1952. Since the estimate already derived is 2 billion yuan, or
about 85 per cent of this, each average wage-rate estimate derived
above was reduced by 15 percent to arrive at final estimates of average
maney wages of employees in private enterprises in 1952,

It was assumed that the percentage changes in average money wages
in each sector of private enterprise from year to yearduring the period

1952-1955 were the same as those in the socialized sector (see the

[77]
index presented on page 72), and that the changes during the period
1950-1952 were the same as for state industrial workers {see Table 15).
On these assumptions and using the labor force estimates for private
industry presented in Table 7, the following estimates of total money

wages in private enterprise were derived for 1950 through 1954:

Year Billion Yuan
1950 1.1
1951 1.8
1952 2.0
1953 2.2
1954 1.9

For 1955 the procedure used yields an estimate of 1.5 billion yuan.
However, total wages for the socialized sector plus these groups of
private employees are stated as 10.0 billion yvan in 1955 and 13.6
billion yuan in 1956.65 Subtraction of wages of those in the social-
ized sector yields a residual of 1.7 billion yuan for the private sector
in 1955 and 0.7 billion yuan in 1956. The latter estimates are vsed.
In 1957 all employees were probably included in the socialized sector.
Wages in individual handicraft and carrier services and miscella-
neous personal services were certainly much lower than average wages
in the sectors discussed above. Since average wages for private in-
dushy commerce, construction, and transportation as estimated above
are about 390 yuan per worker, an average wage of 300 yuan a year
is used for workers in individual handicraft and carrier services and
miscellaneous personal services in 1952. The same indexes of average
money wages as above are used with the labor force figures in Table 7
to derive estimates of money wages of employees in individual handi-

crafts and carrier services. They are:

Year Billion Yuan
1950 .60
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1951

1952
1953
1954
1955
1956
1957

giving these estimates:
Year
1950
1951
1952
1953
1954
1955
1956
1957

both budget exp

1952 is estimated to have been 0.2 billion yuan.

enterprise were approximately 3.2 bitlion yuan .66 This figure includes

————
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1.20
1.60
1.75
1.80
1.90
2.10
2.20

Compensation of personal services employees in the private sector in

The same rotio to

total wages for all other employees as in 1952 is used for other years,

Billion Yuan

.08
15
.20
.25
.27
.29
.38
4

d. Fringe benefits. From data for 1953 through 1955 an esti=
mate of the ratio of fringe benefits to cash wages may be derived. For
these years, total expenditures of the state and various enterprises for
subsidies for medical services, free medical services, subsidies to stu-
dents, relief for dependents of martyrs and services for disabied service=

men and public welfare, subsidies for safety measures, and rewards in

ditures by socialized enterprises.

67
yuan

ditures and exp
Budget expenditures carried as transfer payments (see page 124) are
estimated to have been 2.2 billion yuan for these years.
this figure for transfer payments includes relief payments of 0.9 billion

which are not included in-the total figure of 3.2 billion yuan.

However,
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Budget transfer payments for the categories included in the 3.2 billion
figure are therefore estimated at 1.3 billion yuan. Nonbudgeted ex-
penditures for insurance and other benefits are estimated to have been
1.9 billion yuan, which is approximately 8 per cent of the absolute
figures for fotal money wages in the socialized sector from 1953 through
1955. This percentage for fringe benefits is applied to estimated money
wages for government organs and state, cooperative, and joint state-
private enterprises for all years. In the private sector, only the rela-
tively organized segment probably furnishes similar fringe benefits.
Only enterprises with 100 or more workers are included in labor insur-
ance regulations, and many workers in the private sector are not organ-
ized into unions. Fringe benefits for private enterprises are therefore
not applied to individual handicrafts, native transportation, and per-
sonal services and are assumed to be only 4 |‘;er cent of money wages
for other employees in the private sector.

e. Summary: Compensationof nonagricultural business employees

{line 23). Toral compensation in the socialized sector, including fringe

benefits equal to B per cent of money wages, is estimated as:

Year Million Yuan
1950 940
1951 2,520
1952 3,630
1953 5,380
1954 6,230
1955 6,940
1956 11,470
1957 13,900

Total compensation of private industry, trade, transportation, and con-
struction, after adding 4 per cent money wages os fringe benefits, is

estimated to have been:
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Year Million Yuan 1 . ) i .
E T is included in state enterprise profits, such income is felt to be negli-
1951 1:870 P gible on the basis of the 1955 breakdown of state profits and deprecia=
1952 2,080 tion allowances.
1953 2,290 »
1954 1,980 ! 3. Consumer Service Occupations {line 25)
1955 1,770
1956 730 o Sales of consumer services were estimated on page 50 to have been
1957 0 o (line 11):
No fringe benefits are estimated for compensation of individual handi- 1 | Year Billion Yuan
crafts, carrier services, and for personal services; hence compensation " 1950 1.23
in these sectors is estimated as given on pages 77-78 above . Total }Zg; : g;
compensation of nonagricultural employees is the sum of these figures 1953 2.32
(see line 23): 1954 2.88
. 1955 3.16
Year Billion Yuan 1956 3.66
1950 2.76 1957 4.10
:;g; gg‘]" Compensation of employees in these services, as estimated onpage 78,
1953 9:67 is subtracted from these totals to avoid double-counting, yielding the
1954 10.28 ' following estimates:
1955 10.90 N
1956 14.68 Year Billion Yuan
1957 16.51 1950 1.15
1951 1.44
2. Rental Income (line 24) 1952 1.63
1953 2.07
Rental income in the nonagricultural sector is equal to rental sales 1954 2.61
less estimated purchases of materials for house repairs. (See pages 48 :;gg ggg
and 49.) Rental income as listed in the account includes both imputed 1957 3:69

and cash rentals. Wages and profits of those engaged inhouse repairs The estimate of total sales of consumer services is, because of the

or other maintenance are included as well as rental income earned by method employed, likely to reflect only that portion of consumer ex-

persons and the rental income of business enterprises. In all probability penditures estimated to be spent to support those engaged in these

rental income from state enterprises is not included in the budget figures

occupations. Food supplied by r and similar goods

. in miscell iots. If H - "
for profits but in miscellaneous state nontax receipts. If rental income and other materials used by service occupations are assumed to have
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Table 8

REVENUE OF STATE ENTERPRISES AND PROPORTION OF

TOTAL SECTOR, 1950 - 1957

Line

m nw

-

-

L

M
N
[e]

1950 1951 1952
Industry
Budget revenue”
Million yuan 1,280 2,055 3,000
Major repair funds
Mitiion yuan (320 (340} (380)
Percentage of gross value 44.2 48.9 55.3
Construction
Million yuan 85 180 275
Percentage 75 75 98.0
Transportation, postal, and
telecommunications services
Million yuan! 865 1,25 1,52
Percentage 90 90 23
Foreign trade
Million yuan™™ 535 925 1,115
Percentage 68.35 83.18 91.79
Domestic trade
Mitlion yuan®? 425 985 1,830
Percentage’ 16.1 24.5 38.5
Forestry and agriculture
Million yuan'“ 150 265 295
Miscellaneous 60 130 265
Residual 1,453 - 110 _658
TOTAL BUDGET
REVENUE 1,947 5,685 8,963

The total state revenue for industry for 1952 through 1955 is given inanarticle
on accumulation of state industry. (KTTH, No. 22, November 29, 1956, pp- 25-33.)
The figures for 1950 and 1951 are moved by gross value figures converted to current
prices by the wholesale price index. (See page 134.) The 1956 and 1957 figures
are based on figures for profits from industrial enterprises, less estimated profits of

Table 8

REVENUE OF STATE ENTERPRISES AND PRCPORTICOMN OF

TOTAL SECTOR, 1950-1957

1953 1954 1955 1956

4,200 6,245 7,480 7,774

(450) (580) (670) (840)
57.0 65.2 71.0 81.7

535 560 550 855

100.0 100.0 100.0 100.0

1,970 2,505 2,415 2,875
93 94 94 97

1,395 1,555 2,060 2,030
92.12 98.17 100.0 100.0

2,655 3,605 3,640 5,300
42.4 52.7 59.3 69.0
560 795 715 1,965

405 610 671

983 - 308 0

1957

9,296

(990)
82.0

740
100.0

3,070
97

1,895
100.0

5,340
70.0

1,485

12,703 15,567 17,531 20,799

21,826

[83]

-

—

o]

construction enterprises or activities, plus the taxes estimated as a residual from

total state enterprises taxes, less taxes estimated in the other sectors.

TMajor repair funds are estimated on page 92.

¥1he proportion of total industrial output for the period 1950-1955 is based
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on gross value figures in “The Statisticat Tables.” (CB, No. 429, November 26,

1956.) To represent state income from joint state-private enterprises half of the

proportion of joint state-private output is assumed to be the state share of stock
in these enterprises. The 1956 and 1957 proportions are based on the figures for
1956 (NCNA, August 1, 1957), with a slight upward adjustment in 1957.

S1rends in construction and installation work for 1952 through 1956 are based
on value figuresand an estimate of 10 per cent of total value asprofitsand taxeson
the basis of data on construction costs. (ECMM, No. 115, January 20, 1957, p. 42.)
OF this, half is estimated tobe taxes. The 1950 and 1951 figuresare taken from fig-
ures on over-all construction in relation to1952. The 1957 figure is in the same pro-
portion of total completed investment as in1956. (NCNA, February 13, 1958.)

IThe proportion of the total for private enterprises is given as 25 per cent in
1950 and 1951 and 1.7 per cent in 1952. (KTTH, No. 24, December 29, 1956, pp.
31-33.) The rest had probably been converted to state enterprises by 1953.

1ISfute income in 1955 is based on profits as given (NCNA, June 15, 1956)
plus 35 per cent as the estimate for taxes based on the residual for taxes as
against profits of this sector, forestry, agriculture, and miscellaneous. On the basis
of the proportion of freight moved for rail, water, and highway transportation by state
enterprises, a total for all modern transportation for 1 950 through 1955 was calculated.
Thiswas moved for 1950 through 1954 by an index of value added for modern frans—
portation and converted to current prices by the wholesale price index. Thusfor 1950
through 1955 the percentage for state enterprises was derived from the estimated total
value of income originating by the value added weights for eachyearand the propor=
tronsof tonnage originated. Rail transportation is entirely state owned, and the ad-
justments are for proportions of waterand highway transportation for state enterprises.
In the absence of specific trends in freight rates, the estimatesare subject to con-
siderable error. The estimatesfor 1956and 1957 are based on budget figures for
profits and on the statement that all private enterprises were converted to joint stafe-
private enterprises (NCNA, August 1,1957), with the state share as half of the total.

e

Profits paid to the state by foreign trade enterprises during the period 1953-
1957 are fo match the amount of money planned by the state to be invested in
agriculture, forestry, water conservancy, commerce, and banking enterprises.
(NCNA, July 11, 1957.) Based on data on such investment in "The Statistical
Tables," such investment is on the order of 4.6 billion yuan, o about 10 percent
of total value of foreign trade by state enterprises. Taxes in 1955 are estimated
at 955 million yuan, based on the relation of taxes and profits used for domestic
trnde, or about 8.7 per cent of total foreign trade. The estimates for 1950 through
1957 are based, therefore, on a fotal for taxes and profits of 18.7 per cent of the
proportion of foreign frade controlled by state enferprises.

The percentage of total foreign trade by state enterprises is given for 1950
through 1954 (Vneshna: Torgovlya [Foreign Trade], Moscow, No. 5, May 1956,
pp- 1-13), and the mﬁ shows r#f by 1955 the state probably had complete con~

trol of foreign trade.
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$4p,ofits for state commerce in 1955 were 3,320 million yuan, which prob~
ably includes interest paid by state trade on bank loans. In 1955, 12.5 per cent
of net turnover was for state irading charges and 26.5 per cent of this was for
interest (Chi-hua Ching—chi [Planned Economy] , Peiping, No. &, 1956), of
about 760 million yuan. State trading charges were 13.05 per cent in 1954,
13.50 per cent in 1953 (ibid.), and were 16.27 per cent in 1951 and 15.9 per
cent in 1952. (Ta Kung Pao, Tientsin, May 6, 1954.) In 1951 interest paid was
24.8 per cent of stafe trading charges. The 1951 ratio is used for 1950; a flat
25 per cent of trading charges for interest is used for 1952 and 1953; and 26.5
per cent, as in 1955, is used for 1954. Using wholesale turnover as roughly equiv=
alent to net state tunover, interest paid is estimated (in million yuan) as: 1950~
100; 1951-230; 1952-455; 1953-590; 1954-805; 1955-760. 1n 1954, taxes for
state trade were 1.3 billion yuan and profits were 1 .5 billion yvan. (Shang-yeh
Ti Chi-pen Jen-wu [Basic Task of Trade] , Peiping, December 1956.) Taxesand
profits for 1950 through 1955 are assumed to have the same ratio as in 1954 to
total state, refail, and wholesale furnover plus half of the turnover for the joint
state-private trade. For 1955, taxes are estimated at 1,420 million yuan, and
profits and interest paid as 2,220 million yuan as a residual from total profits
and,foreign trade profits. The 1956 and 1957 figures are estimated from data on
state profits as a residual from foreign trade profits plus taxes in the same ratio
to estimated trade tumover as in 1955.

§§Th¢ percentage given is for state wholesale and retai! furnover and half
joint state~private tumover in relation to total commercial wholesale and retail
turnover as found in "The Statistical Tables.® The proportions for 1956 and 1957
are based on figures for commercial retail trade (NCNA, December 7, 1957),
with wholesale turnover estimated on the basis of comparison of retail sales figures
in 1955 and 1956 and the breakdown for wholesale turnover in 1955. A slight rise
is assumed for 1957.

“Pruﬁh from agriculture and forestry were 532 million yuan in 1955, almosi
all probably from the lumber industry. On the basis of faxes unaccounted for,
taxes are estimated fo be 35 per cent of profifs. State forestry enterprises pro-
duced about half the total timber in 1952 and 67.9 per cent in 1954; thus 50 per
cent of total production was used for 1950 and 1951 and 60 per cent for 1953.
These percentages were used fo secure Tumber production by state enterprises in
the period 1950-1954 and converted to current prices by the wholesale price
index. The balance of lumber production is i luded under supp!! y farm
industry and not under nonstate enterprises.

“Since wages for state bank employees are about one-half of the profits
figure given, miscellaneous state profits as given for 1955 were probably almost
entirely from the state banking system. The banking system is virtually monopo-
lized by the state; therefore, no income is estimated for nonstate enterprises.
Since the banking system is for the most part engaged in loans fo state, joint
state-private, and cooperati pri income is esti d for 1950 through
1954 in the same proportion to wholesale and retail trade tumover for the socialized

81S00999R000100140001-9
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sector as in 1955. In 1956 and 1957 the ratio of taxes to profits reported for
these categories is assumed to be the same as in 1955.

[

The residual is the difference between the total for estimated state in-
come and the budget figure for total profits and taxes. Since the breakdown is
exhaustive for the years 1955-1957, there is no residual .

N
been left in the retail sales figure.

4. Gross Income of Nonagricultural Nonstate Enterprises (line 26)

The estimate of nonstate nonagricultural income presented here is in
all probability the least reliable of the estimates for income originating
in the nonagricultural sector. The method used assumes the same average
rate of income, including profits, depreciaiion charges, and taxes, as for
state enterprise. The budget shows revenue (profits, depreciation charges,
and taxes) for state enterprises, fo which major repair funds for the state
industry are added. These are allocated to various sectors, and the ratio
of these profits, depreciation charges, and taxes for a given sector to
the output generated in state enferprises in that sector was applied to
secure total business income by state and nonstate enterprises combined
for each sector. The total estimate for all income of nonstate enterprises
presumably has a smaller margin of error than for the separate sectors.
Also, the procedure used is more reliable for the years after 1953, when
state enterprises constituted a larger proportion of total income originat-
ing than for earlier years and when more of private industry was produc-
ing on state purchase agreements.

a. Income of industry, construction, transportation, and trade.

Table 8 gives the estimated breakdown of state revenue by sector for

*

‘At least 10 million people are engaged in consumer service occupations,
including a large number engaged in domestic service, in which average wages
would be low. The 1952 estimate of 1 .83 billion yuan for income from these
occupations implies an average annual wage on the order of 180 yuan, or about
40 per cent of average wages and benefits for employees in the nonagricultural
sector in 1952.

Approved For Release 2001/05/23 : CIA-R81S00999R000100140001-9

[87]

ther with the estimated proportion of the total
A glance at Table 8 shows the difficulties of

1950 through 1955, toge

sector for state enterprises.

allocating state revenue by sector with the data available. The residual

category shows the extent of overestimation or underestimation of state

ome in theyears 1 950-1954 resulting from the very rough procedures
revenue were changed

inc
used. For1950and 1951 all the estimates of state
ly to secure the total revenue of state enterprises given in

proportionate
hrough 1954,

budget dafa. Since the industrial revenue isgiven for 1952 1

for these years the estimates for the other sectorswere changed propor-

tionately tosecure the budget figure for total state revenue. The ratios

to gross value of outputin each sector given in Table 8 were then used fo

derive the estimates for nonstate enterprises given in Table 9. Estimates

e.not presented in Table 9

because private income from forestry is estimated as part of the agricul -

for forestry and miscellaneous enterprises ar
and miscellaneous revenue is from the banking system and
r which the state has virtually complete control.

individual handicrafts, carrier services, and

tural sector,
other income ove

b. Income of
peddlers. Table 10 presents crude estimates of income originating in
individual handicrafts, native ¥
peddling. For 1950 through 1957, wages as given on pages 77-78are
ed to have been:

ransportation and stevedoring, and

subtracted. Income other than wages is estimat

Year
1950 2,045
1951 2,815
1952 3,320
1953 4,455
1954 5,145
1955 4,940
* 1956 5,820
1957 5,315

¢. Total income of nonstate enterprises (line 26). Income of
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Table 9
INCOME AND TAXES OF NONSTATE ENTERPRISES
1950 - 1957
(Million Yuan)
A Industy 1,330 2,40 2,730
B Construction 15 60 5
C Modern transportation and
communications 55 135 130
D Foreign trade 140 185 110
E Commercial trade 1,265 2,975 3,285
F TOTAL 2,805 5,815 6,260

nonstate enterprises, as it appears in the sector account (Table i1, line
26), is the total for industry, trade, and modern transportation in Table 9
plus income other than wages estimated above, less estimated indirect

taxes for nonstate enterprise (see page 106). The estimates are:

Year Billion Yuan
1950 3.57
1951 6.78
1952 7.49
1953 9.76
1954 9.43
1955 8.42
1956 7.45
1957 7.08

5. Income of State Enterprises

In the framework of the accounts, only the income of state enter~
prises is treated as income of corporate enterprises. Except for the
estimate of major repair funds, which are small relative to total state

income, the entries in the accounts are based directly on data appearing
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Table 9

INCOME AND TAXES OF NONSTATE ENTERPRISES
1950 - 1957

(Million Yuan)

1953 1954 1955 1956 1957 Line.
3510 3,68 3,30 1,90 2260 A
0 0 0 0 0 B
170 155 155 9% 95 c
135 30 0 0 0 D
4,080 3130 2,39 2380 220 E
795 6,90 5880 4400 40645 F

in the budget. The subtraction of estimated indirect taxes, however,
introduces some possibility of error. The most important decision affect=
ing the total is that which excludes miscellaneous state budget revenue
(see page 107) from current income of state enterprises.

a. Taxes (line 27). For direct taxes see page 106.

b. Profits, depreciation, and major repairs (line 29). Profits

and capital consumption allowances are taken directly from figures in
the final budgets for the years concerned. (See pages 101 and 104.)

They are given as follows:

Year Million Yuan
1950 3"3
1951 3,05
1952 5,728
1953 7,669
1954 9,961
1955 1,194
1956 13,426
1957 14,221

81S00999R000100140001-9
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Table 10

INCOME ORIGINATING IN INDIVIDUAL HANDICRAFTS,
NATIVE TRANSPORTATION AND HANDLING SERVICES,
AND PEDDLERS, 1950 - 1957

(Million Yuan)

Sector 1950 1951 1952 1953 1954 1955 1956 1957

Individual
handicrafts. 1,375 2,155 2800 3450 3970 3840 4410 3970

Native trans-
portation and
hundlin%

services 980 1490 1,730 2355 2575 2600 3095 3125

peddlerst 290 370 390 400 400 400 415 420

TOTAL 2645 4015 4920 6205 6945 6840 7920 7515

*

The 1952 estimate isbased on an estimate of income originating for individual
handicrafts of 30 percent of gross value plus 600 million yuan incommodity taxes.
The figures for 1953 through 1957 are the same proportion of gross value of output
a51n 1952, converted to current prices by thewholesale price index. The 1950and
1951 figuresare bosed on an index of light industry production from commodity
production esti 1 1952 value~added weights, which isalso used for individ-
val handicrafts, and use of the wholesale price index to convert fo current prices.

e

Trhe figures on native transporfation and handling charges are based on data
on trading charges for state trade applied against total refail and wholesale com-
mercial turnover figures (which exclude transfers within state and cooperative
trade), Transportation and miscellaneous handiing expenses were 4.76 per cent of
total gross turnover of state trade in 1952 (SCMP, No. 925, November 10, 1954,
p-17), and this is estimated as 5.9 per cent of nef sales (excluding transfers within
state trade). A breakd of dity turnover exp for state trade for 1951
(Ching-chi Chou-pao [ Economic Weeklyl, December 13, 1951) indicates that
fransportation is 4.9 per cent of net sales and that handling charges are 1.0 per
cent of net sales. In addition, storage, grading, and packing charges constitute
2.1 per cent of net sales. Of transportation charges, expendifures by state com-
mercial organs in 1952 constituted 13.4 per cent of total tonnage of railway
freight and 48.4 per cent of the total tonnage of steamer freight. (SCMP, No. 925,
November 10, 1954.) Applying these percentages fo estimated freight revenue in
1952 indicates that modern transportation was about half of total transportation
charges, or 2.45 per cent of net sales. Handling charges for the modern transpor-
tation freight outside trade channels would add 0.4 per cent of net sales. Total
commercial turnover was 39,996 million yuan in 1952; therefore, native trans-
portation charges are estimated as 980 million yuan, handling charges as 560
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and storage, grading, and packing as 840 milfion yuan. Data on

million yuan,
portation indicate that costs are about

farm supplementary income from native trans
15 per cent of gross income, and this is used for handling chorges. Storage, grad-

and packing, however, are estimated to have higher row material costs, of

ing,
imate of 1,730 million yuan in 1952 i moved

abaut half of total charges. This est
against total net turnover figures for the other years.

$7otol private merchants and peddlers in rural oreos of the end of 1954 are
given as 3.5 million people- (SCMP, No. 1066, June 10,1955.) Commerciol per=
O n private trads in rural areas are given as 5 424 million. (KTTH, No. 18,
saptember 29, 1956, Peddlers are therefore e imated at about 1 million in 1955,
S awerage onnual income is estimated to be eboot 400 yuan. The 1955
estimate is moved with figures for noncommercial private trade found in "The
hat the 1956 estimate is derived from total retail

Statistical Tables," except ¥ .
sales less commercial retail sales (NCNA, August 1,1957) and the 1957 figureis
etail sales over 1956.

stimated on the basis of the increase in over-all r

Major repair expenditures; shown in the First FiveYear Plan, to be paid

Yor out of major repair allowances of state enterprise, were planned to
be 3.6 billion yuan .68 The total of such allowances plus bonus funds
for the five-year period was planned at 4.387 billion yuun,69 making
it unlikely that income from major repairs was expected to exceed ex-
penditures. The repair funds are altocated among the years concerned
in proportion to estimated tofal value of industrial assets, not excluding
depreciation, in each year. The "gross value of fixed assets" for sfate
industry is given as 10.33 in 1949, 12.78 billion in 1952, and 22.3
billion yuan in 1955;70 and an index of the value of fixed assets indi-
cates a value of 14.93 billion yuan in 1953 and 19.29 billion yuan in
1954.7‘ Estimates for 1950 and 1951 are interpolated by reference to

the value of investment completed in 1950, 1951, and 1952. According

to "The Statistical Tables," completed investment in 1952 was 1.549
billion yuan. This was 206 per cent of 1951 'mvestment;72 hence the
fatter was 750 million yuan. Budget data for economic construction

expenditures in industry for 1950 and 195173 indicate that industrial

investment was about 350 million yuan in1950. Completed investment

inthe period 1950-1 952 was thus 2.64 billionyuan- Since total additions
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to fixed assets were 2.4 billion, or 92.9 per cent of completed invest~
ment, fixed assets inclusive of depreciation are increased in 1950 and
1957 by 92.9 per cent of the completed investment figure; they are
estimated to have been 10.66 billion yuan in 1950 and 11.35 billion
yuan in 1951. Industrial investment figures for 1956 and ]‘?5774 indi-
cate that fixed assets in 1956 would have a value on the order of 28
billion yuan and in 1957 on the order of 33 billion yuan. The fixed
asset figures for the five years of the Plan total more than 117 billion
yuan. The planned figure of 3.6 billion yuan for major repairs is about
3 per cent of this sum. Major repair funds are therefore estimated as 3

per cent of the gross value of fixed assets for each year, giving:

Year Million Yuan
1950 320
1951 340
1952 380
1953 450
1954 580
1955 670
1956 840
1957 990

Total state income from profits, depreciation, and major repair funds

is therefore estimated fo have been as follows (line 28):

Year Billion Yuan
1950 1.19
1951 3.39
1952 6.11
1953 8.12
1954 10.54
1955 11.86
1956 14,27
1957 15.21

¢. Gain or loss to government on resales of tax collections in

kind (line 29). The estimate of gain or loss in resales of tax collections
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in kind by government fax organs is included here because the difference

represents an over or und of factor income by state
enterprises due to the difference between the tax valuation of tax col-
lections in kind and the estimated average procurement prices for these

commodities. (See page 114.)

6. Indirect Taxes (line 30)

The estimated indirect taxesare presented in the government account

(see page 106}.

72! Discrepcmcz (line 31)

The discrepancy is simply that figure which balances the account.
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5 these gross investment purchases are therefore taken from the items ‘vi

appearing in the agricultural and nonagricultural sectors, and the in- i !

crease in agricultural loans is subtracted {see page 47). Agricultural :
business saving is estimated by this method as: 1

THE HOUSEHOLD SECTOR i Year Million Yuan i
ACCOUNT 950 T oo I
Y 1951 1,074
S 1952 1,268
1953 1,553
1954 1,906 ]
Table 1V presents estimates for this sector. Entries appearing ' 1955 1,979 |
. . . . . 1956 -123 |
in this account, with the exception of personal saving, are discussed J 1957 2,923 |

in connection with the other accounts. Because direct purchases of (Tabl }
Similarly, investment by nonagricultural nonstate enterprises (Table 111
consumer services by households are treated as business sales of con- ¢ 4 9 P ’ i
. . . . line 17, or page 61) is probably financed out of undistributed profits. it 3
sumer services, no income originates in the household sector. H

nd, fi | bank deposi ilable for all years.
The estimates of personal saving in Table IV have been derived as Second, figures en p e e o \ 1 4
: in urban and | deposit follows:

a residual from the other estimates. The figures presented can be com- E Increases in urban and rural depostis were as 1o ]

. . Year Million Yuan |
pared to alternative estimates of personal saving discussed in the fol- — T i
- A - - Lt 1950 122 |
owing paragraph. The altemative estimates are given in order to aid i 1951 412 ]
in evaluating the discrepancy that appears in the nonagricultural ac~ o 1952 318

2
count (Table 1ll, line 31, and Tabie Vi, line 73). The direct estimates Increases in urban bank deposits in the years 1953 through 1957 were:

of personal saving do not have complete coverage for all forms of per- Year Million Yuan
sonal saving. Most important is the exclusion of an estimate of undis~ 1953 243
1954 188
tributed profits in nonagricultural nonstate enterprises other than funds 1955 297
financing investment by these enterprises. 1956 675
1957 465

The alternative estimates of personal saving have three components.
. . " . . . To the figures for 1953 through 1957 are added the figures for increases
First, agricultural expenditures on capital less the in

i { its and credit ¢ rative funds given on page 47. Third
agricultural loans, i.e., financed out of currently earned income, in rural deposits and credit cooperativ 9 pag !
’ ond hases | payments on principal were estimated fo obtain
appear in the household sector in this study, since only state enter= b pure s less repdyme! princl . o
1 f transfers of funds to the government. The data in Table
prises are treated here as performing business saving. Estimates of figures for net transfers of funds 9

[96]
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Table 1V. THE HOUSEHOLD SECTOR Table 1V. THE HOUSEHOLD SECTOR
1950 - 1957 1950 - 1957
(Billion Yuan) (Billion Yuan)
Line 1950 1951 1952 1953 1954 1955 1956 1957 Line
Sales
33  Agricultural income 28.70 36.00 39.00 43.40 43.60 46.30 49.80 53.20 33
Nonagricultural income
Compensation of employees
34 Nonagricultural 2.76 5.74 7.51 9.67 10.28 10.90 14.68 16.51 34
35 Government 1.74 2.62 3.14 3.55 3.61 3.87 4.50 4.59 35
36  Rental income 1.13 1.63 1.77 2.32 2.73 2.94 3.43 3.72 36
37  Consumer services 1.15 1.44 1.63 2.07 2.61 2.87 3.28 3.69 37
38 Nonstate business enterprises 3.57 6.78 7.49 9.76 2.43 8.42 7.45 7.08 38
39 Government transfer payments .18 .24 57 .68 .81 70 .81 .85 39
40 Government interest paid .01 .01 .01 .01 .01 .04 .06 .07 40
41 TOTAL PERSONAL INCOME 39.24 54.46 61.12 71.46 73.08 76.04 84.01 89.71 41
Purchases
From agricultural business sector
42 Home consumption 17.40 22.50 21.60 24.50 23.70 25.50 28.50 29.00 42
43 Houserentand imputed consumer services 1.60 2.10 2.20 2.50 2.50 2.60 2.80 3.00 43
From nonagricultural business sector
44 Sales of goods 14.69 18.74 23.05 27.68 30.77 32.78 38.49 39.44 44
45  House rent 1.33 1.92 = 2.09 2.73 3.22 3.46 4.04 4.38 45
46  Consumer services 1.23 1.59 . 1.83 2.32 2.88 3.16 3.66 4.10 46
Taxes and nontax receipts L
. 47  Agricultural 1.86 3.01 3.27 3.31 3.56 3.66 3.57 3.79 47
o 48 Nonstate nonagricultural .68 179 2.01 1.89 1.66 1.00 1.01 2.03 48
49 Miscellaneous receipts .09 25 .24 .33 1 .16 a7 08 49
50 Personal saving (see note below) .36 2.56 4.83 6.20 4.58 3.72 1.77 3.89 50
51 TOTAL PURCHASES AND PERSONAL o
SAVING 39.24 54.46 61.12 71.46 73,08 76.04 84.01 89.71 51
Note: Direct estimate of personal saving 1.80 1.96 2.15 2.57 3.79 3.78 2.18 5.47
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Table 1V (Concluded)

Sources (lines are numbered consecutively in Tables I1 through VI1):

Line 33 = line 7. Line 43 = line 2.
Line 44 = line 9.
Line 35 = line 64. Line 45 = line 10.
Line 36 = line 24. Line 46 = line 11.
Line 37 = line 25. Line 47 = line 52.
Line 38 = line 26. Line 48 = line 53.
Line 39 = fine 6. Line 49 = line 56.
Line 40 = line 67. Line 50 = sum of lines 33-40 less sum of
Line 41 = sum of lines 33-40. lines 42-49.
Line 42 = line 1. Line 51 = line 41.

11 and the estimates of bond repayments on pages 124-125 give the
following estimates of net funds transferred to the state by households

in connection with the various bond issues:

Year Million Yuan
1950 260
1951 - 2
1952 - 39
1953 - 52
1954 771
1955 471
1956 564
1957 580

The direct estimates of personal saving arrived at by totaling these

items are shown as Note in Table IV.

Notes for Chapter 5

1. Hsin-wen Jih-pao (Daily News), Shanghai, March 6, 1955,

2. For 19531955, see Chung-kuo Chin-jung {China Finance), Peiping,
April 22, 1956, pp. 5-9; for 1956, see SCMP, No. 1537, May 26, 1957; for
1957, see NCNA, December 28, 1957.
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6

THE GOVERNMENT SECTOR
ACCOUNT

Government Receipts

Toxes
0
The estimates for the Government Sector presented in Table V
are based on (1) budget data on taxes together with estimated breakdown
of taxes into direct and indirect taxes, (2) budget data on nontax re-
ceipts, and (3} estimated local agricultural taxes and nontax receipts
not included in budget figures.

Total revenue from taxes, direct and indirect, for 1950 through 1955
are given in budget dafa.] The breakdown of these taxes among agri-
cultural taxes, taxes paid by private enterprises, by cooperative enter-
prises, and by joint state-private enterprises are given in another arti-
cle.” Taxes paid by state enterprises are not given in this article but
can be derived as a residual from total taxes.

Total tax revenues of 14,088 million yuan and agricultural tax rev-
enues of 2,965 millionyuanare given for 1956. No figure isgiven for tax
revenues from either group of nonagricultural enterprises, but percent—
ages of total revenue, including both taxes and miscellaneous receipts
from each of these groups of enterprises, cregiven,sand so are planned
revenues from each group (in the article cited above for 1950 through 1955).

[101]

81S00999R000100140001-9




R

Il
|
(1021 Approved For Release 2001/05/23 : CIA-RDP81S00999R000100140001-9 (1031 \‘J
Toble V. THE GOVERNMENT SECTOR Table V. THE GOVERNMENT SECTOR
1950 - 1957 1950 - 1957 i
{Billion Yuan) (Billion Yuan) ! |
ik
Line 1950 1951 1952 1953 1954 1955 1956 1957 Line i
Receipts i
52 Agricultural taxes and nontax receipts 1.86 3.01 3.27 3.31 3.56 3.66 3.57 3.79 52 1
53 Nonagricultural nonstate tax and nontax 2.01 1.89 1.66 1.00 1.01 2.03 53
receipts .68 1.79 i
54 State enterprise faxes 14 1.00 .86 2.09 2.15 2.59 2.71 2.90 54 ‘
55 Indirect taxes 2.22 3.48 4.47 5.53 6.14 6.15 7.44 7.59 55 |
Miscellaneous receipts
56  Fees, fines, and miscellaneous services .09 .25 24 33 .21 16 17 .08 56
57  Sales of labor camp products .10 .24 124 .33 .21 a7 7 .09 57
58 Gainor loss from resales of tax collections
in kind +.27 .00 - .11 - .33 - .26 - .22 - .32 - .3 58
59 TOTAL CURRENT RECEIPTS 5.36 9.77 10.98 13.15 13.67 13.51 ° 14.75 16.17 59
Purchases, Transfers, and Surplus
Purchases from households (compensation of
employees) . !
60 Military and supporting personnel .96 : 1.45 1.58 1.64 1.69 1.87 1.93 &0 1
61 Social, cultural, and educational i .96 1.1 1.21 1.41 1.78 1.88 61 {
62 Administrative .37 .49 .53 .55 .60 .68 .69 62 R
63 Labor camps .10 .24 .33 .21 17 17 09 &3 |
64 Total Compensation of | |
Employees (1.74 (3.14 (3.55 (3.61) (3.87) (4.500 (4.59 o4 ‘
65 Purchases from nonagricultural business
sector 3.20 4.78 6.65 6.79 6.86 7.30 6.59 65
66 Transfer payments .18 .24 ' 57 .68 .81 .70 .81 85 66
67 lnterest paid .01 0 g .01 .01 .01 .04 .06 07 67
Py |
68  Surplus on current account .23 1.35 i 2.48 2.26 2.45 2.04 2.08 4.07 8 ‘
69 TOTAL PURCHASES AND SURPLUS 5.36 10.98 13.15 13.67 13.51 14.75 16.17 69 i

Jp—

o
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Sources (lines are numbered consecutively in Tables 11 through Vi):
Line 52-58, see text. Lines 65-67, see text.
Line 59 = sum of lines 52-58. Line 68 = line 57 less sum of lines
Line 60-63, see text. 60-63, 65-67.
Line 64 = sum of lines 60-63. Line 69 = line 59.

These were overfulfilled. All revenue from joint state-private enterprises

and cooperatives is in the form of taxes. A the same p of
overfulfillment of the plan fortaxes of private enterprisesas for nontax
revenues, total nonstate nonagricultural enterprise taxesare estimated as
3,750 millionyuan in 1956. State enterprise taxes in 1956, asaresidual
from total taxes, are therefore estimated to have been 7,373 millionyuan.

The 1957 planned figures for joint state-private enterprisesand coop-
erativesand the planned level of taxes and miscellaneous receipts in com-
parison with the 1956 estimates provide an estimate of taxes for nonstate
enterprisesplanned for 1957 of 4,598 millionyuanand for state enterprises
of 7132 millionyuan. Since theactual revenue in 1957 from nonagricul-
tural taxeswas 6.63 percent higher than the planned ﬁgures,4qcfuu|
1957 taxes from nonstate nonagricultural enterprises are estimatedas
4,903 millionyuanand from state enterprises as 7,605 million yuan. The
revenue from agricultural taxesisgiven as 2,931 million yuan.

Total tax revenues for the years 1950 through 1957 may be summa-

rized as follows {in millicn yuan):

Total Nonstate Remaining

Agricultural Nonagricultural Taxes From
Year Taxes Taxes State Enterprises
1950 1,910 1,910 1,078
1951 2,169 3,312 2,631
1952 2,701 3,832 3,235
1953 2,711 4,222 5,034
1954 3,393 4,219 5,606
1955 3,054 3,354 6,337
1956 2,965 3,750 (est.) 7,373 (est.)
1957 2,931 4,903 (est.) 7,605 (est.)

S00999R0001001400Q1-9
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From the totals for state and nonstate nonagricultural enterprises esti-
mated indirect taxesare subtracted. Anestimate of commodity taxes in

1952 wasderived by valuing physical productionat estimated wholesale
pricesand applying the 1952 tax ratesby industrial category. Individual
handicraft commodity taxes in 1952 are estimated at 600 million yuan.

The salt, yarn, and wine dity t i d tobe 970 million

yuan; and, as state trade probably monopolizes these sales, they are esti=

mated tobe included under state taxes. The remaining indirect taxes, esti~
mated at 2,100 millionyuan, are allocated on the basis of the relative
proportion of gross value of output (state, 52 8 percent and nonstate, 47.2
Rer cent), giving total state indirect taxesas 2 08 billion yuan and nonstate
enterprisesas 1.59 billionyuan. In addition, trade fumover faxesare esti=
mated toaverage 2 per cent of total retail and wholesale tumover of com=
mercial enterprises and, therefore, in1952 .ure estimated to have been 300
million yuan for state trade and 500millionyuan for nonstate trade.

For the other years from | 950 through 1957, the 952 estimate of com-
modity taxes was projected by the production indexes for the important
commodities involved, giving the following figures (at 1952 constant
prices): 1950 - 2.11; 1951 -2.80;1952 - 3.67; 1953 - 4.50; 1954 -5.00;
1955 - 5.00; 1956 - 6.10; 1957 - 6.17. Components of tax paymentswere
projected in1952 pricesby the same method. Commodity taxes on yam,
salt, and wine—whichare state trade monopolies—are estimated to have
been (in millionyuan): 1950 - 490; 1951 -740; 1952 -970; 1953-1,000;
1954-1,090; 1955-1,190; 1956 -1,350; 1957 -1,345. Private indirect
taxes paid by individual handicraftare estimated tohavebeen (in million
yuan): 1950 - 350; 1951 - 470; 1952 - 600; 1953 -760; 1954 -860; 1955 -

800; 1956 -930; 1957 - 1,020. The remainder of the commodity taxeswere
allocated inaccordance with the gross value of output by stateand by non-

state ownership, respectively, reported in "The Statistical Tables.” The
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wholesale price index (see page 134) was then used to convert these
figures into current prices.

Trade turnover taxes were computed for state and nonstate trading enter-
prises separately, on the basis of an average 2 per cent of wholesaleand re-
tail commercial turnover. Direct taxes paid by state and nonstate enterprises,
respectively, are estimated as the total for each given above less indirect
taxes paid by each. The tax figures thusarrived at are (in million yuan):

Total Commodity  Trade Tumover

Taxes Taxes Direct Taxes
Year State Nonstate State Nonstate State Nonstate
1950 870 900 70 380 138 630
1951 1,480 1,310 150 540 1,001 1,462
1952 2,080 1,590 300 500 855 1,742
1953 2,480 1,960 460 630 2,094 1,632
1954 2,850 2,100 610 580 2,146 1,539
1955 3,060 1,890 690 - 510 2,587 954
1956 3,790 2,215 870 560 2,713 975
1957 3,805 2,320 900 560 2,900 2,023

Nontax Receipts
Thearticles giving budget payments by sector for 1950 through 1955,

planned 1956 paymeni's,5 1956 final data, 1957 plan dum,é and the pre-
liminary final 1957 budger7provide a rough basis for determining the
nature of total budget revenue from "credits, loans, and insurance* and
miscellaneous revenue. Table 11 summarizes this information.

Labor camp revenue will be treated as sales to the nonagricultural sec-
torsince such sales would be either to business enterprises oralready in-
cluded inretail sales figures as sales to households by the nonagricultural
sector. On the basis of rough estimates of fees charged, and on the esti-
mated number of prisoners in labor camps, half of miscellaneous receipts
in 1952 are estimated asrevenue from labor camps. Labor camp revenve is
therefore estimated tobe half of the miscellaneous revenue shown in

Table 11. Miscellaneous state revenue is not treated ascurrent income,

[107]
since it includes Soviet loans for 1950-1953, intergovernmental fund
transfers, and various financial transactions in the nature of business
transfers. To simplify the estimates, the "donations" during the "Aid-
Korea" campaign in 1951 as well as the large-scale fines imposed in
1952 and perhapsin 1953 are treated as nontax receipts. Although they
constitute expenditures for state-supported consumer services, educa-
tional, cultural, and health fees are also treated as nontax receipts.
Bond payments, however, are treated as personal saving in the household

account, and they are not included as nontax receipts.

Agricultural Tax and Nontax Receipts (line 52)

Agricultural taxes and nontax receipts as given in Table V are the
estimates, valuedat farm procurement prices, of tax collections in kind
and cash payment of taxes, both those shown inthe budget and some local
onesnot included inthe budget, plus miscellaneous receipts from peas-
ants, excluding bond payments. (See Table 11.) The valueshown in the
budget isnot the total value of budgeted agricultural taxesat farm pro-
curement prices; for reasons indicated on page 112, the budget receipts
of agricultural taxes paid in kind are not valued at farm procurement
prices. Hence the estimate presented here s not derived from the budget.

Total tax collections, including the value equivalent for viliage
fees and taxes, are given in million tons of "fine grain™ os: 1952 -
19.4; 1953-17.6; 1954-19.0; 1955-19.0; 1956 - 18.4; and 1957 -
1‘7.7.8 From data on the ratio of agricultural taxes to total agricultural
output of basic food crops and industrial crops in 1950 and 19519 and
official production figures for basic food crops and industrial crops, the
equivalent figure for 1950 is estimated at 14.0 million tons, and for
1951 at 18.4 million tons. The tax payments in “fine grain" were val-

ved in each year at the average price for 1952 of 162.7 yuan derived
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Table 11

BUDGET REVENUE OTHER THAN TAXES AND STATE PROFITS
AND DEPRECIATION ALLOWANCES, 1950 - 1957

{Mittion Yuan)

Line 1950 1951
A Total "credits, loans, and insurance"
and miscellaneous revenue® 752 1,801
Of which:
B Bank overdraft or Soviet Ioanst vee 268
From peasants
C Bondst 18 cos
D Other® 4 138
From private industry and commerce
E Bondst 184 v
F Other’ 52 327
State revenue
G Bondst 30 e
H Otherl 244 583
Miscellaneous
1 Bonds} 28 e
J Other! 192 485

-
Budget data. See sources on page 84 above.

The revenue given by incidence does not include a bank overdraft in 1951 of
the amount shown or Soviet loans for 1954 through 1957 as shown.

*The source used for the period 1950-1955 givesa breakdown of bond payments
for the 1950, 1954, and 1955 bond drives. The 1957 breakdown isbased on the quotas
andassumes the same degree of overfulfillment of quotas forallsectors. (Shih-shih
Shou=ts’e [ Current Events Handbook], Peiping, No. 2, January 21,1957, p. 330
This source gives the 1956 quotasand the actual subscriptions for workers as 274
million yuan. The peasant payments were 138 million yuan in 1956 (CB, No. 449,
July 25,1957, p. 16), and the army subscriptions were 31 millionyuan in 1956
(NCNA, June 28,1956). Urban residents were assumed to have fulfilled their 1956
quota, and 1956 bond payments by private industry and commerce are the residual
from total bond payments. The breat given for p d for private indus-
try and commerce and the inclusion of payments by urban residents under miscella-
neous {NCNA, June 29,1957) present no problems of classification. However, since
no bond payments are included under budget revenue from cooperativesor from joint
state-private enterprises, it is not certain how bond payments by workers innonstate
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Table 11

BUDGET REVENUE OTHER THAN TAXES AND STATE PROFITS
AND DEPRECIATION ALLOWANCES, 1950-1957

(Million Yuan)

1952 1953 1954 1955 1956 1957 Line

2,063 2,126 3,057 3,264 1,229 1,042 A
884 1,657 nz 23 B
v eee 140 135 138 217 C
107 215 74 185 103 84 D

394 244 139 81 E
264 253 116 43 . 33 9 F
. een 246 195 244 260 G

1,218 993 727 431 26 102 H
cee . 56 45 86 92 i
474 665 420 329 343 174 J

enterprises are treated. Payments by workers in cooperative and joint state-private
enterprises are estimated to be included under miscellaneous revenue. Based on
rough estimates of the labor force, 10 per cent of payments by workers, stoff, and the
military are used for these groups in 1954 and 1955, and 20 percent in 1956 and
1957. Such payments were probably negligible in 1950.

§ther revenue for peasants and private industry and commerce probably includes
fines, administrative fees, and insurance, and perhaps fees for educational, health,
and other services. The 1951 figures largely reflect the “Aid-Korea donations* cam=
paign. The 1952 and, probably, 1953 figures reflect large fines for tax evasion.

Soviet loans probably constitute the entire portion of unaccounted state revenue
in 1950 through 1952. Total Soviet loans in this period are givenas 2,174 millionyuan.
(NCNA, June 29,1957.) In 1953, Soviet loans are givenas 438 million yuan, leaving
555 million yuar for unaccounted state revenue. Most of suchrevenue in 1953 through
1955 s said to be connected with state financial expenditures, suchos special deposits,
local government tevolving funds, gold, and other financial reserves.

T . .
Miscellaneous fees, income from forced labor camps, rental income, and other
revenue difficult to classify by source.
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on page 19 above. The following price index for basic food crops was
used to convert these into current prices:|0 1950 -81.5; 1951 -95.9;
1952 ~100.0; 1953 -108.0. For 1956, the index is given as I|5.7.”
For 1954 and 1955 the same relative price trend is used as that for pur-
chase prices forall farmproducts (see pages 25-26). This yields a price
index for 1954 of 112.9and for 1955 of 112.3. The prices for basic food
crops in 1957 are estimated to have been the same asin 1956, since price
risesare discussed for other products but not for basic food crops. Apply-
ing this index to the value equivalent for each year in 1952 prices,
yields estimates of total agricultural budgeted and nonbudgeted taxes
and village fees ot average farm procurement prices. To obtain esti-
mates of total agricultural taxes and nontax receipts (Table V, line 52),
it is necessary to add fo the figures given above the miscellaneous re-
ceipts, exclusive of bond payments, paid by peasants as they appear in

Table 11. The estimates are (in billion yuan):

Agricultural and Nontax Receipts

Miscellaneous

Receipts
Taxes and {Excluding Bond
Year Village Fees Payments)
1950 1.86 .00
1951 2.87 14
1952 3.16 N
1953 3.09 .22
1954 3.49 .07
1955 3.47 19
1956 3.47 .10
1957 3.71 .08

Nonagricultural Nonstate Tax and Nontax Receipts (line 53)

Taxes and nontax receipts from nonagricultural nonstate enterprises

I

CIA-RDP81S00999R000100140001-9 [
- are the total direct taxes estimated on page 106 above and miscellaneous
‘ receipts from private industry and commerce excluding bond payments

as given in Table 11. The estimates are:

Year Billion Yuan
1950 .68
1951 1.79
1952 2.01
; 1953 1.89
! 1954 1.66
1955 1.00
1956 1.01
' 1957 2.03

State Enterprise Taxes (line 54)

‘
State enterprise direct taxes are shown on page 106 above.
Indirect Taxes (line 55)

Components of indirect taxes are as estimated onpage 106, and the
totals appear in Table V, line 55.

Miscellaneous Receipts

The miscellanecus receipts excluding bond payments as shown in
Table V are divided in half between receipts from sales of output of
labor camps (line 57) and miscellaneous fees for educational, health,
and cultura! services {line 56). The latter are treated as miscel laneous

fees received from households.

Gain or Loss from Resales of Tax Collections in Kind (line 58)

In the sector accounts, tax collections in kind are treated as sales
by the agricultural sector to tax organs in the nonagricultural sector

and their imputed value as received by the agricultural sector and im-

mediately paid to the government as taxes. These collections in kind
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by tax organs are then treated as resold to the nonagricultural sector ot
the time when turned over by the tax organs fo commercial departments,
the military establishment, other government organs, or state enterprises.
Budget figures for agricultural taxes represent not the value of collec-
fions in kind when received as faxes but the income received when
they are used. The valuation for budget purposes placed on such resales
of tax collections in kind is probably different in most of the years con-
cerned from the average value of these collections at farm procurement
prices. The budget receipts differ from the farm procurement value not
only for this reason but also because they reflect only the value of tax
collections in kind used up in the calendar year and not the value of
changes in stocks during the year. There is usually a lag of roughly a
year between the variations in tax collections and corresponding varia-
tions in budget figures for income received from tax collections in
kind.12 (The two of course are not equal.)
In the following sections, estimates are first made of the value of

resales of tax collections in kind for each year, and then for the gain
or loss from such resales due to the tax valuation placed on these cof-

lections for budget purposes and for changes in stocks.

1. Government Receipts from Resales of Tax Collections in Kind

The value of resales by government tax organs to nonagricuttural
business enterprises is estimated by adding to budget figures for agri-
cultural taxes, the estimated value of nonbudgeted taxes and village
fees, and subtracting estimates of the omount of total budgeted and
nonbudgeted taxes paid in cash. In 1952, 10 per cent of taxes were
reportedly paid in r:ushll3 and 90 per cent of taxes were collected in
kind; and in the absence of specific data on other years this proportion
is assumed for all the years from 1950 through 1957.

(3]

The share of agricultural taxes and village fees not included in the
budget is estimated as follows. Data for total principal plus local taxes
and fees in terms of “fine grain" are given onpage 110. Principal taxes
are given as 17.25 million tons of "fine grain® in 1955‘4 and are esti-
mated to have been at the same level in 1954. They are given as 17.6
miltion tons in 1952, 16.0 million tons in 1956, and 17.4 million
tons in 1957.]6 Local surtaxes and village supplementary taxes are
therefore estimated as 1.8 million tons in‘ 1952, 1.8 million tons in
1954 and 1955, and 2.4 million tons in 1956."7 In 1957 they are re-
ported as 2.3 million fons. The ratio of these tocal and nonbudgeted
faxes to total taxes in 1952, 1954, and 1955 is about 9.2 per cent. By
use of this ratio, estimates are derived for the other years. They are:
1.3 mitlion tons in 1950; 1.7 million tons in 1951; and 1.6 million tons
in 1953, The price index for farm pmcur:amenf prices (see page 110) is
used to arrive at the value of these taxes. Some of these taxes, how-
ever, are probably included in budget figures, but they are indicative
of trends in local nonbudgeted taxes. Local nonbudgeted taxes are
given as 299 million yuan in 1956.]8 Using the value series thus de-

rived as an index, nonbudgeted agricultural taxes are estimated as:

Year Million Yuan
1950 110
1951 175
1952 195
1953 185
1954 215
1955 210
1956 299
1957 2%

Approximations of government receipts from resales of tax collec~
tions in kind are derived from these estimates and budget data on agri-

cultural taxes as shown in Table 12.
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Table 12
GOVERNMENT RECEIPTS FROM RESALES OF TAX
COLLECTIONS IN KIND, 1950 - 1957

Line 1950 1951
A Budget revenue 1,910 2,169
B Plus: Total nonbudgeted revenue 110 175
C  Less: Budgeted and nonbudgeted money

payments 186 287
D  Equals: Receipts from resales to the
nonagricultural sector 1,834 2,057
Note: Budget revenue (a]) equals government sales (5]) plus money tax
payments (Ml)' Nonbudget revenue (NB) equals local government sales (52) plus
tocal village fees (M,). It is desired ro determine (S, plus S,). By plusNB equals
(M, plus M, plus (S plus S.). Therefore, (S, plus ) equals Bplus NB minus
(M, plus M.).

2. Gain or Loss from Resales and Changes in Stocks
Ashasbeen noted, the differences between the value placed on tax

collections in kind and the value of sales to the nonagricultural sector
are due to two factors: (1) increases or decreases in stocks of tax col-
lections in kind and (2) differences between the valuation for tax pur-
poses placed on salesof collections in kind and the estimated average
procurement prices for the same commoditieswhen sold. Increases or de-
creases in stocksof tax collections in kind shouid be treated as one in-
stance of increases or decreases in inventories and should appear assales,

plus or minus, on capital account. The difference due to a different

valuation on tax collectionsin kind from farm procurement prices repre-

sents either an or und of profits of commercial
enterprises receiving these dities or a correspondi tat
ment or und: of budget expendi of government organs

which furnish pay and allowances consisting of basic food erops inkind.
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i Table 12

: GOVERNMENT RECEIPTS FROM RESALES OF TAX

i COLLECTIONS IN KIND, 1950 -1957

1952 1953 1954 1955 1956 1957 Line

2,701 2,711 3,393 3,054 2,95 2,931 A
i 195 185 215 210 299 290 B
| 36 309 349 347 47 3N ¢
2,580 2,587 3,259 2,917 2,917 2,850 D

Sources:

Line A: Budget revenue from agricultural taxes listed on pages 104 and 113.
Line B: See fext, pages 110 and 112,
Line C: Ten per cent of tofal tax payments. See text, pages 110 and 112.

There also may be discrepancies in the estimatesdue to errors in

estimating the ratio of taxes that are taken into the budget to non-

hud. d

or of cash pay to collections in kind. These
will appear as part of the over—all discrepancy in the nonagricultural
sector account.

Although the data for estimating the components are subject to a

wide margin of error, estimates are made for increases or decreases in
?j stocks of tax collections in kind by first estimating the value of farm

’ procurement prices of the grain sold by the tax organ as shown in
Table 13, line B, and subtracting from it the value of tax collections
in kind at farm procurement prices. The gain or loss on resale is esti-
mated by subtracting from the resale value (Table 12, line D) the
estimated value of the same grain af tax valuation prices. The average
tax valuation for collections in kind for 1956 and 1957 is 170 yuan per

ton of “fine grain" {or 90 per cent of the estimated average procurement

1S00999R000100140001-9
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Table 13

GAIN OR LOSS FROM RESALES OF TAX COLLECTIONS
IN KIND AND CHANGES IN STOCKS, 1950-1957

(Million Yuan)
Line 1950 1951

A Value of tax collections in kind at average

farm procurement prices 1,674 2,583
B Value of tax collections resold at estimated

farm procurement prices 1,560 2,057
C  Gainor lossinresales of tax collections

in grain + 274 0

+ 114 + 526

D Increases or decreases in stocks

Sources:
Line A: Ninety per cent of total agricultural taxes, which are stated on
page 110. For explanation of the 10 per cent deduction, see page 112.
Line B: Obtained by applying to line D of Table 12, the ratio of farm

price in 1956 and 1957); no change in prices is mentioned in compari-
sons made to agricultural tax revenue in 1955.] 7 In the light of budget
discussions of revenue from agricultural taxes, this tax valuation prob-
ably was used for 1954 as well. The 1954 valuation represented a re~
vision upward, compared with 1953,20 which can be roughly estimated
as 8 per cent. Therefore, the average tax valuation for 1953 is esti-
mated to be below the 1954 value by this margin—or at about the aver-
age procurement price for 1951. Budget figures for revenue from tax
collections in kind indicate that the 1950-1953 tax valuation was held
constant at the 1951 level for procurement prices, with significant
differences in the 1950 budget data as reported in 1953 and earlier
announcements.

Table 13 presents the estimated gain or loss in government revenue
due to the tax valuation placed on tax collections in kind and the re=

sulting estimates for changes in stocks of tax coflections in kind. The

#
"

b

3
4
4i1

E

m7
Table 13

GAIN OR LOSS FROM RESALES OF TAX COLLECTIONS
IN KIND AND CHANGES IN STOCKS, 1950-1957

(Million Yuan)
1952 1953 1954 1955 1956 1957 Line

2,844 2,781 3,141 3,123 3123 3,339 A
2,693 2,913 3,523 3,137 3,234 3,160 B

- 13 - 326 - 264 - 220 -317 - 310 C
181 - 132 - 382 - 14 -1m + 179 D
procurement prices to tax valuation prices in each year. Seepages110and 115-116.
Line C: Line D, Table 12, minus line B, Table 13.
Line D: Line A minus line B.
estimates of increases or decreases in stocks are included under the
estimates for changes in inventories (Table 111, line 18). The estimates
for gain or loss from resales of tax collections in grain are givenin

Table V, line 58,

Government Purchases of Goods and Services

Government purchases are estimated from budget totals for expendi-
tures. Compensation of employees is estimated. From the remaining ex-
penditures, subtractions and allocations are made to complete the esti-
mates in the government account.

Compensation of Employees

1. Military Personnel (Table V, line 60)

e,

it is possible to give only the sk t estimate of comp ion

of military personnel. The regular armed forces, including army, navy,

999R000100140001-9
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and air forces, are estimated to have included 2.54 million men at the
end of 1950.2‘ A speech by Peng Te-huai'in September 1956 gives the
number of officers and men in the “Liberation Army" as 2.7 million less
than the highest number at the time of “Liberation "'22 The size of the
army at that time is reported fo have been 5 million men,z3 which gives
a figure of 2.3 million for the regular armed forces in 1956. Since itis
probable that the reduction of forces took place gradually as the re-
organization of the armed forces progressed, a reduction of 40,000
troops a year is used for the years 1951 through 1955, giving a figure

of 2.50 for 1951, of 2.46 for 1952, of 2.42 for 1953, of 2.38 for 1954,
and of 2.34 million men for 1955. In addition to the regular armed
forces, the China Handbook gives a figure of 2.45 million men as re=
serve troops and security forces. 4 These forces are kept in the same
proportion to regular armed forces as in 1950, since the same degree of
reorganization and re-equipment is likely for these troops as for the
regular troops. On the bass of the estimates given above, and assum-
ing the same reduction in 1957 as in 1956, the number of military per-

sonnel is estimated to have been:

Year Million Men
1950 4.99
1951 4.9
1952 4.83
1953 4.75
1954 4.67
1955 4.60
1956 4.52
1957 4.44

Supporting civilian personnel , primarily coolie labor, are paid for

out of budgeted military expenditures but are not classified as workers

JA-RDP81S00999R000100140001-9
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orclerical staff. Such personnel include those engaged in military con=
struction work. On the basis of @ rough estimate of the fabor requirements,
their numbers are assumed to be one-third those of the total regularand
security troops. Considering both the much higher pay and allowances
for officers and the adult requirements for food and clothing, the average
pay and all for military p | are taken to be the same asthe

average per capita expenditures of middle-income families. On the
basis of cost-of-living data for Canton and Foochaw,25 such average
per capita expenditures are estimated at about 200 yuan a year in 1952,
giving military pay and allowances of 970 million yuan. Half of this
income is estimated to be imputed income in kind. Supporting personnel
at the same average wage as coolies and handicraft personnel, as in the
estimate of compensation of empioyees above (see page 77), are esti-
mated to receive an average pay of 300 yuan a year, of total income
of 480 million yuan. The sum of these two items is the estimate for 1952
presented in Table V, line 58.

The index of average money wages for the socialized sector for 1952
through 1955 and that for industrial workers for 1950 through 1952 (see
page 134 below) were applied to the total estimated wages in 1952.
Some increases probably occurred in average wages after 1952, be-
cause of modernization of the military forces, and to allow for the
relative increase in specialists ond in naval andair personnel, anannual
increase of 1 per cent in average pay is assumed. Compensation of mili-
tary personnel was thus estimated. Wages of supporting personnel are
estimated to be the same proportion of compensation of military per-
sonnel as in 1952, or 50 per cent. The estimated figures are (in billion

yuun) B
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Military Supporting Total
Year Personne! Personnel {Line 60)
1950 .64 .32 .96
1951 .89 44 1.33
1952 97 .48 1.45
1953 1.06 .52 1.58
1954 1.10 .54 1.64
1955 1.13 .56 1.69
1956 1.21 .66 1.87
1957 1.29 .64 1.93

2. Other Personnel

The wages given on line 61 for social, cultural, and educational
workers for 1950 through 1957 include those estimated on page 72 plus
fringe benefits, estimated at 8 per cent of money wages, as for the state
economic enterprises. Wages for administrative personnel (line 62) are
also those estimated on page 72 above, plus 8 percent for fringe bene-
fits. Labor camp imputed wages (line 63) are assumed to be equivalent
tototal sales of labor camp production to the nonagricultural sector
given in Table V, line 56.

Purchases of Goods and Business Services

Since economic consfrucﬁon‘expendirures are treated in this study
as state business transactions in the nonagricultural business sector,
these expenditures are excluded here. For the years 1950 through
1957, budget figures are reported for total military expenditures, ex=

penditures for social, cultural, and educational purposes, and admin-

istrative and "other" expenditures. Nonbudgeted village expenditures

Lod

in farm areas are d to equal d taxes and village fees

paid by farmers (see page 113). These data are (in million yuan):
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1950 1951 1952 1953 1954 1955 1936 1957

Tota! military
expenditures 2,827 5061 4371 5680 5814 6,500 6117 5509

Expenditures
for social,
cultural, ond

educational
purposes 755 17344 2280 3361 3461 3,187 4596 4,739

Total admin-

istrative
expenditures 1313 1746 1727 2118 2162 2154 2,660 2322

Other
expenditures 177 241 783 1483 838 3742 1,287 3118
Nonbudgeted
taxes and
village fees 110 175 195 185 215 210 299 290
TOTAL 5182 8567 97356 13027 1 2,490 15795 14959 15978

In order fo estimate government purchases of goodsand business serv-

ices, employee compensation and also other items must be subtracted

from the total shown above. These other jons are (1)

tion expenditures for culture, education, and health which are included
under gross investment expenditures for the nonagricultural sector, 2
transfer payments, and (3) most expenditures under the miscellaneous
categories of the budget.

Completed capital construction expenditures for culture, education,
and health are given in "The Statistical Tables* for 1952 through 1955.
An increase of 77 per cent is indicated for 1956.27 Expenditures for
inventories of construction materials and related investment expendi-
tures other than completed investment are estimated to be negligible,
since most of the work would be done by the Ministry of Construction or

on contract. The 1956 ratio of these expendituresto completed capital

35 e RN T
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construction expenditures within state plans is assumed for 1957. The
1952 ratio to state investment expenditures is used for 1950 and 1951

(see page 55). The estimates are:

Year Million Yuon
1950 60
1951 120
1952 320
1953 767
1954 Ul
1955 689
1956 1,220
1957 1,025

Transfer payments as estimated below are also subtracted. The
nother” category of the budget as given above includes many expendi-
tures not classified as current purchases, such as budget transfers to
the banking system and to local government revolving funds and debt

repayments and foreign aid, which in earlier years are not listed

P ly; but expenditures by the financial departments for wages of
tax organs and other current purchases in connection with tax collec-
tions are also included in the “other" category. For 1950 and 1951 all
expenditures in this category, except payments on domestic bonds (see
page 124 below), are estimated to be current purchases. For 1952
through 1954, current purchases under this heading are assumed to
bear the same ratio to fotal taxes collected as in 1951. Current pur~
chases from the "other" category are therefore estimated (in million
yuan) as: 1950-171; 1951 -202; 1952 -240; 1953 -300; 1954 -330.
Miscellaneous expenditures of the fype estimated are specified as 63
million yuan in 1955 and 161 million yuan in 1956, indicating either
a change in economic organization or overestimates of the figures for

1950 through 1954. The figure for 1957 is 199 million yuan. The
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uother" category of budget expenditures is therefore broken down as

follows:
"Other" Budget Expenditures

For Goods and Not for Goods
Year Services and Services
1950 171 3
1951 202 39
1952 240 543
1953 300 1,383
1954 330 508
1955 63 3,679
1956 161 1,126
1957 199 2,919

After making these subtractions from sotal budget expenditures, the
resulting estimates for government purchases of goods and services, as

they appear in line 65, are:

Year Billion Yuon
1950 3.20
1951 5.55
1952 4.78
1953 6.65
1954 6.79
1955 6.86
1956 7.30
1957 6.59

Transfer Payments
2
Total social relief and special benefits are given in budget data.
In addition, on the basis of typical educational allowances for 1952,

student subsidies are estimated to have been 120 million yuan in 1952,

or 9.3-per cent of educational expenditures.” This per was
used to derive figures for student subsidies for the other years. These

payments are as follows (in million yuan):
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Total Social Student

Year Relief Subsidies Total
1950 132 46 178
1951 157 86 243
1952 451 120 5N

1953 485 194 679
1954 618 196 814
1955 511 187 698
1956 568 245 813
1957 59 263 854

The total figure for each year is given in Table V, line 66, in billion

yuan.
Interest Paid

Based on the 1950 budget plun,30 interest paid on Northeast Bonds
is estimated to have been 6 million yuan. The size of the 1950 bond
drive, as shown in Table 11, was 260 million yuan. Based on the repay-
ment schedule for the 1950 bond drive,zl repayments on principal for
the 1950 bonds were {in million yuan): 1951 -26,1952-39, 1953 -52;
and interest paid was: 1951 - 13, 1952-12, 1953 -10. Interest and re-
payment in 1954 totaled 72 million yuan, and in 1955 the total was
set at 186 million )u.ycxn.s2 OF the 1954 payments, 7 million yuan is
estimated to have been interest paid and 65 million yuan repayments
on principal. The 1950 schedule of repayments and the 1954 bond
scheduleaa

and 148 million was repayment on principal. Total interest payments

indicate that of the 1955 payments 38 million was interest

for 1955 through 1957 are given as 168 million yuan and repayments on
principal as 260 million yuan.”~ On the basis of bond schedules, in-
terest for 1956 is estimated at 60 mitlion yuan in 1956 and 70 million
yuan in 1957. Bond schedul would indicate that combined repayments

on principal in 1956 and 1957 should have been 234 million yuan, but
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repayments calculated as a residual were 112 million yuan in the two
years, indicating that many repayments on principal were postponed
and not actually paid. On the basis of the proportion of actual repay-
ts, bond repay
mated as 43 million yuan in 1956 and 70 million yuan in 1957. Interest

heduled
repay

ments to ts on principal are esti-

paid is therefore estimated to have been as follows (line 67):

Year Billion Yuan
1950 .01
1951 01

' 1952 .0t
1953 .01
1954 .01

. 1955 .04
1956 .06
1957 .07

Surplus on Current Account

The surplus is the residual after subtracting total purchases and pay-

ments from total receipts.
Notes for Chapter 6

1. Ta Kung Pag, Tientsin, January 27,1955 (budgets for 1950-1953);
CB, No. 336, July 14, 1955 {budget for 1954); and ibid., No. 392, March 26,
1956 (budget for 1955). -

. TCKT, No. 12, June 29, 1957, pp. 28-33.

. ECMM, No. 8, August 5, 1957.

. NCNA, February 12, 1958.

" TCKT, No. 12, June 29, 1957, pp. 28-33.

. ECMM, No. 8, August 5, 1957.

. NCNA, February 12, 1958.

. For 1952-1955, see NCNA,, June 15, 1956; for 1956, Ts'ai-cheng
(Public Finance), Peiping, No. 8, August 5, 1957, pp. 3-4; and for 1957,
NCNA, February 12, 1958.

9. ECMM, No. 66, January 21, 1957, p. 27.

10. Chugoku Keizai Tembo, Tokyo, Vol. If, No. 10 {March 1954).
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15. Ts'ai-cheng, Peiping, No. 8, August 5, 1957, pp. 3-4.
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17. Ts'ai-cheng, Peiping, No. 8, August 5, 1957, pp. 3-4. GROSS SAVING AND
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18. TB, No- 489, July 25, 1957, p. 16.
19. NCNA, June 29, 1957.

20. CB, No. 336, July 14, 1955, p. 2.

21. China Handbook, 1951, China Publishing Co., Taipeh, Taiwan, pp.
22. CB, No. 422, October 18, 1956, p. 6. . §

23. The Chinese People's Liberation Army, Foreign Languages Press, f'; The estimates are presented in Table VI. All items appear:

Peiping, 1950. LY PSR
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25. Ta Kung Pao, Hong Kong, December 17-18, 1952. : . through V. - . ;
26. For TO50-T955, see TCKT, No. 12, June 29, 1957; for 1956, NCNA, 49 Purchases from abroad appear as minus items and with the i
January 29,1957; for 1957, ibid., February 12, 1958. addition of sales abroad give the figure of net foreign investment in the : ‘
27. TCKT, No. 4, February 28, 1957, pp. 15-16. . ;
gross income and product account {Table I). !

28. For 1950 through 1955, see ibid., No. 12, June 29, 1957; for 1956,
NCNA, January 29, 1957; for 1957, ibid., February 12, 1958.

29. Ibid. -

30. CB, No. 214, October 1, 1952.

31. Ching—chi Chou-pao (Economic Weekly), No. 25, December 22,
1949.
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Table VI. GROSS SAVING AND INVESTMENT Table V1. GROSS SAVING AND INVESTMENT
1950 - 1957 1950 - 1957
(Billion Yuan) {Billion Yuan)
oo Line 1950 1951 1952 1953 1954 1955 1956 1957  Line 3
Saving
70  Profits and capital consumption aliowances
of state enterprises 1.19 3.39 6.11 8.12 10.54 11.86 14.27 15.21 70
n Government surplus on current account .23 1.35 . 2.48 2.26 2.45 2.04 2.08 4.07 71
72  Personal saving .36 2.56 o 4.83 6.20 4.58 3.72 1.77 3.89 72
73 Discrepancy +2.45 -1.36 -& -4.25 -4.13 =2.05 =3.75 - .98 + .18 73
74 TOTAL SAVING 4.23 5.94 ) 9.7 12.45 15.52 13.87 17.14 23.35 74
Gross Domestic_Investment ‘
Agricultural purchases "
75 From agricultural sector .60 .70 p .80 .90 .90 1.00 1.00 .10 75
76 From nonagricultural sector .50 .50 K] .70 .80 1.30 1.40°  1.60 1.80 76
Nonagricultural purchases i
77 State investment 1.29 2.32 i 5.58 8.75 10.76 10.63 15.97 14.44 77
78 Nomate investment .40 50 .60 .70 .70 .70 50 50 78
79 Increases in inventories 1.29 2.88 i 2.4 2.31 217 1.22 -2.25 5.00 79
Salés abroad (net foreign investment)
80 Purchases =2.12 -3.50 -3.74 ~4.59 -4.43 ~6.08 -5.30 -4.84 80
81 Sales 227 2.5 282 3.8 402 500 5462 535 8l
82 TOTAL GROSS INVESTMENT 4.23 5.94 & 9.17 12.45 15.52 13.87 17.14 23.35 82
Sources: All items have app d elsewh in the , Tables 11
through V, as follows: I':?"E ;g = :ine 13. Line 80 = line 21.
i Line 70 = line 28. Line 73 = line 31. 't ine 77 = line 16. Line 81 = ling 15.
btz 7. 3 S Line 71 = line 68. Line 74 = sum of lines 70-73. F Line 78 = line 17. Line 82 = sum of lines 7379, equal I .
Line 72 = line 50. Line 75 = line 3. p 1 Line 79 = line 18, to line 74. ] o
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GROSS NATIONAL PRODUCT AT
1952 CONSTANT PRICES

Table 14 presents estimates of gross national product in con-
stant 1952 prices. Except for the series which were originally esti-
mated in constant dollars or in physical quantities, they were derived
by applying price indexes fo the data for final sales in current prices

presented in Table 1. Their derivation is discussed below.

Consumption Expenditures

Imputed Farm Home Consumption and Farm House Rent

The price index for 1950 through 1957 is given on pages 25-26 as

follows:
Year Index Year Index
1950 82.2 1954 113.8
1951 98.4 1955 113.2
1952 100.0 1956 116.6
1953 110.1 1957 120.9

The estimates in current prices were based on estimates of total agri-

cultural output in 1952 prices, which were then converted fo current

prices by use of this price index. Any error in the price index there~

fore causes error in the estimates in current prices, rather than in the

estimates presented in Table 14.

[130]
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Retai! Sales and Nonagricultural Consumption Expenditures

A price index for sales of nonagricultural goods and services was
derived from figures on average money wages and average real wages
for industrial workers for 1950 and for the socialized sector for 1952
through 1957. Data for 1951 are missing (see Table 15). The index
secured in this way shows greater price increases than the wholesale
price index available in "The Statistical Tables" and than some reports
of changes in retail prices from 1952 through 1956. The 1951 retail
pricé index was computed by dividing an index of retail sales from 1950
through 1952 by an index of unit volume sales in 1952 prices. This
price index is probably based on the cost of living in urban areas and
may not be representative of prices for retail sales by farmers in mar-
ket towns, which are at free market prices, or of direct sales by in-
dividual handicraftsmen outside commercial channels.” For these sales

the index of farm procurement prices is used.

Government Purchases

Government expenditures for wages for administrative, social, cul-
tura!, and educational workers and military personne! are deflated by

the index of average money wages of industrial workers from 1950

.

The value of direct sales by farmers, peddlers, and individual handicrafts-
men to peasants can be derived from "The Statistical Table" for the years 1950
and 1952 through 1955. For 1951 the same ratio to total agricultural sales is used
as in 1950, The 1956 ratio of direct sales by state and cooperative production
units to households fo total commercial retail salesis used for 1957, The officially
reported and estimated values of direct sates by farmers, peddlers, and individual
handicraftsmen for the eight-year period are:

Year Million Yuan Year Million Yvan
1950 4524 1954 6,268
1951 5,360 1955 6,291
1952 6,004 1956 6,340
1953 6,348 1957 6,410




™
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Table 14 Table 14
GROSS NATIONAL PRODUCT OF COMMUNIST CHINA IN GROS5 NATIONAL PRODUCT OF COMMUNIST CHINA IN
CONSTANT 1952 PRICES, 19501957 CONSTANT 1952 PRICES, 1950 -1957
(Billion Yuan) s (Billion Yuan)
Line 1950 1951 1952 1953 1954 1955 1956 1957 Line
Consumption expenditures
A Retail sales and nonagricultural services 20.25 23.04 : 26.97 30.75 34.14 36.41 41.86 42.24 A
B Imputed farm home ption and !
agricultural purchases of services 23.11 25.00 ‘ 23,80 24.52  23.02 24.82 26.84 26.47 B
C Total Consumption (43.36) (48.04) ¥ (50.77) (55.27) (57.16) (61.23) (68.70) (68.71) c
D  Government purchases 6.45 8.69 i 7.92 9.52 9.49 9.63 10.04 2.21 D
E  Net foreign investment -0.10 127 092 0.67 -0.33 0.83 -0.15 +.03 E
F  Gross investment 5.31 7.3% i 10.09 12.94 15.65 15.38 18.62 24.47 F
G TOTAL GROSS NATIONAL PRODUCT 55.02 62.85 E 67.86 77.06 81.92 85.41 97.21 102.42 G
§ -
through 1952 and by the index of the average money wages of office Y abroad in constant 1952 yuan, as derived, are (in million yuan):
and factory workers exclusive of private enterprises after 1952. This Value of
index is shown in Table 15 ; Value of Purchases
index is s in Tal 3 ‘ Year Sales Abroad From Abroad
Purchases by the government from the nonagricultural sector are de- . 1950 1,630 1,725
flated by the price index shown in Table 15. ¥ 1951 1,945 3,215
¢ 3 1952 2,820 3,740
1953 3,545 4,210
o Net Foreign investment 1954 4,000 4,380
W E;; ] 1955 4,970 5,800
PPRRI St Total sales abroad and total purchases from abroad were deflated by 1956 5,465 5,610
1957 5,165 5,140

reducing the estimates in yuan to US dollars] (see page 52) and then

applying indexes for world pricesindollars obtained from indexes of the Net foreign investment in 1952 constant prices equals sales minus purchases.

prices in dollars of total exports and imporis, respectively, of countries
with roughly the same commodity composition of imports as those of Gross Domestic Investment

Communist China. For exports, the export price indexes used were those Imputed farm investment expenditures were deflated by the price in-

of Burma, Ceylon, India, and Pukistcn.z For imports, indexes of Ceylon dex for farm procurement (see page 130). Farm investment purchases

and India were usecl.3 The values of sales abroad and of purchases from from the nonagricultural sector were deflated by the wholesale price

Approved For Release 2001/05/23 : CIA- 1S00999R000100140001-9




[l

Approved For Release 2001/05/23 : CIA-RDP81S00999R000100140001-9

[134]
Table 15
INDEX OF WAGE TRENDS AND PRICE INDEX*, 1950 - 1957
1950 1951 1952 1953 1954 1955 1956 1957

Average
money + t
wage 6341 9007 1000 1101 1149 1194 13357 1394

Realwage 7351 ma. 1000 1043 1075 1113 1220° (125!
Priceindex 863 (960) 1000 1056 1069 1073 1094 1114™

§ i

*

Figures for average money wages and real wages for departments, excluding
private enterprises, for 1952-1955 are given in an article on wages, KTTH, No.
16, August 29, 1956, p. 11.

TDerived from statement of increase in average money wages in ECMM, No.
71, February 25, 1957, p. 13.

*5upplement fo People’s China, No. 22, November 16, 1954.
Ching-chi Yen-chiu (Economic Research), Peiping, No. 4, August 17, 1957.

¥rhe figure for 1957 for average money wage is based on the increase in
average money wages for workers under the state plan (NCNA, July 1,1957), and
the real wage is derived from the increase in average money wages and the cost
of living index .

T’me statement for 1950 through 1952 that real woges rose by 36 per cent.
(ECMM, No. 71, February 25, 1957)
*

*

The price index for 1950 through 1956 is derived from the indexes of average
money wages and real wages. The cost of living index for 1957 is based on a
statement that price increases in 1957 would be about 1.8 per cent of urban pur-
chasing power. (TCKT, No. 11, June 14, 1957.)

index. Thisisreported in "The Statistical Tables" for 1950 through 1955;
the 1956 and 1957 indexesare given ina later publicaﬁon.4 The whole-
sale price index for the eight-year period is:

Year Index Year Index
1950 84.7 1954 9.1
1951 99.8 1955 99.05
1952 100.0 1956 98.5
1953 98.7 1957 99.3

The increase in inventories was also deflated by this price index.
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Table 16

COMPLETED INVESTMENT EXPENDITURES IN CURRENT
AND 1952 CONSTANT PRICES, 1950 -1952, 1956

(Billion Yuan)

Line 1950 1951 1952 1956
A Completed investment in
current prices 1.18 2.06 4.56 14.40
Of which:
B Income originating in current
prices 46 .88 1.83 4.63
Wages .22 47 Rl 2.55
Other 24 4 .92 2.08

C  Purchases of machinery and
equipment and construction
materials in current prices 72 1.8 273 9.77

D  Income originating in constant
1952 prices 70 1.00 1.83 497

E  Purchases of machinery and
equipment and construction
materials in 1952 constant

prices 1.02 1.40 2.73 11.14
F  Total completed investment '

in 1952 constant prices 1.72 2.40 4.56 16.11
G PRICE INDEX FOR INVESTMENT

EXPENDITURES 68.6 85.8 100.0 89.4

Sources:

Line A - Fig for total completed i t both inside and outside

state plan, including i by cooperatives, joint state-private enterprises,
and other organizations included under nonstate enterprise investment as estimated
in this study. The gross value of all investment is given for 1952 and 1956 (Ching-
chi Yen—chiu [Economic Research], Peiping, No. 6, December 17, 1957, pp. 1=T1);
Total such investment for 1953 through 19551 26.5 billion yuan; and in the period
1950-1952 it was 7.8 billion yvan {TCKT, No. 17, September 16, 1957). Since com-

pleted investment in 1952 was 388 per cent of 1950 investment (KTTH, No. 18,
September 29, 1956), 1950 investment is estimated as 1.18 billion yuan and 1951
investment, as a residual, is 2.06 billion yuan.

Line B - The income originating in 1952 prices for 1952 and 1956 is given |

500999R000100140001-9
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Table 16 (Concluded)

(Ching~chi Yen—chiu [Economic Researchl], Peiping, No. 6, December 17, 1957).
OF the 1952 figure, half of the income originating is assumed to be for wages of
building and construction workers and for temporary and corvée labor. The total
wage estimates for the other years are based on the same ratio to estimated wages
for building and construction workers as in 1952, with the estimates for these
workers based on (a) labor force figures for 1950 through 1952 (KTTH, No. 24,
December 29, 1956, pp. 31-33), (b) the average wage in 1952 as estimated on
pages 70, and 76, and the index for average money wages of industrial workers
given in Table 15, and (c) an index for 1956 of wages for construction workers
(ECMM, No. 115, January 20, 1957, p. 43) and a figure for labor force in 1956
(TCKT, No. 17, September 14, 1957, pp. 1-3). In 1950 and 1951, 20 per cent
is estimated as profits, taxes, and miscellaneous income from construction activ-
ities. This is the percentage for 1952.

In 1956 the total income originating in current prices is a residual from the
total and an esfimate of purchases of y and equi] and of t
tion materials. Purchases of machinery and equipment are given as more than 33
per cent (Chien-she Yueh-k’an [ Construction Monthly], Peiping, No. 3, March
1957) of investment under the state plan, valued af 13.99 billion yuan (NCNA,
July 1, 1957). Sixty per cent (Chien-she Yueh-k'an, January 3, 1957) of the
total value of construction and installation of 8.55 billion yuan (ECMM, No.
115, Janvary 20, 1957, p. 43) is for the purchase of constryction material

Line C - Except for 1956 (see above), derived by subtracting items in iine
B from items in line A.

Line D -The source for income originating in constant 1952 prices for
1952 and 1956 has been cited above. For 1950 and 1951, estimated wage pay—
ments are deflated by the fndex for average money wages used, and other income
originating is deflated by the average of all other investment costs.

Line E - For 1950 and 1951 purchases of machinery and equip and con-
struction materials are estimated in 1952 prices by the price index for "hardware”
in Shanghai, the 1950 price being 70.9 per cent of 1952 (ibid., No. 93, August
6, 1957, p. 14), and the 1951 figure is extrapolated as 84.7 per cent. A com-
parison of net output of producer goods and consumer goods for 1955, in both
1952 and 1956 prices (KTTH, No. 24, December 29, 1956, pp. 5-10), suggests
that 1956 prices of producer goods were 87.7 per cent of output in 1952 prices,
and this ratio is used to estimate the value of 1956 purchases of machinery and
equipment and construction materials in 1952 prices.

Line F - The sum of items in lines D and €.

Line G - Derived from the estimates in lines A and F.

Changes in unit costs for
and equip for completedi

for 1953 through 1956 as followss {converted to 1953 = 100): 1953 -
100; 1954-95.8; 1955-90.8; 1956-84.9. Table 16 presents estimates

ion and purchases of machinery

under the state plan are given
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of unit costs of construction of completed investment, both within
and outside the state plan, for 1950 through 1952 and 1956 as follows
(1952 =100): 1950-68.6; 1951 -85.8; 1952-100; 1956 -89.4.

Linking the two indexes we secure the following index for unit costs

of construction and purch of hinery and equipment (1952 =
100):

Year Index Year Index

1950 68.6 1954 100.9

« 1951 85.8 1955 95.6

1952 100.0 1956 89.4

1953 105.3
The dverage costs of on and purchases of machinery and

equipment are estimated to be about the same in 1957 as in 1956.

Although this index is for completed i penditures, it is be-

lieved to be typical of all state and nonagricuitural nonstate gross in-

qs AT
P . g exp

ditures for i ies, general
geological surveying, miscellaneous gross investment expenditures for
agriculture, and major repairs. Therefore, the estimates of total state
and i for 1950 through 1957 are deflated by the

index given above.

Notes for Chapter 8

1. Far Eastern Economic Review, 1950-1956, passim.

2. United Nations Monthly Bulletin, February 1956, .

3. Tnternational Monetary Fund, International Financial Statistics,
January 1958.

4. Ta Kung Pao, Peiping, September 24, 1957, p. 3.

5. Chi-hua Ching=chi (Planned Economy), Peiping, No. 2, February 9,
1958.
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VALUE OF THE GROSS NATIONAL
PRODUCT FOR 1952 AND 1955 IN
US DOLLARS

The official exchange rate for converting yuan into dollars,
using the cross rate with the Hong Kong dollar which prevailed for all
of 1952 except December, was roughly 2.10 yuan to 1 US dollar. This
conversion rate results in a US dollar value of about 32 billion dollars
for the 1952 Chinese GNP. Although a conversion on the basis of the
exchange rate avoids the difficulties of direct comparison of value of
output in ferms of Chinese and US prices, its use can yield erroneous
impressions of the value of Chinese output. Therefore, a very crude
attempt has been made to compare the output of Communist China and
of the United States in terms of their respective price systems. This
comparison results in a very wide range of values for Chinese output in
dollars. The comparison in itself is useful in interpreting the nature of
economic activity in China relative to that in a highly developed in-

dustrial economy .

Methodology

Two direct comparisons of the output of Communist China and of
the United States were made: (1) in dollars, ofter valuing final sales
of Chinese output in terms of US prices, and (2) in yuan, aofter valuing
US final sales in terms of Chinese prices. The difficulties in making

[138]
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accurate valuations of this kind are apparent. Differences in quality
of foods and services are substantial. Many commodities produced in
each country andnot available in the other could not be valued in the
prices of the other. The estimate of the GNP for China does not meas-
ure much of the effort that is expended by the individual households,
such as making cloth into clothes which are purchased in the United
States and are included as part of fotal output. Even if these difficul-
fies in making accurate price comparisons were removed, the main

differences shown in direct price comparisons would remain as a

4, 1 1 technol

N T
ation of fi gical dif

in production
and of fundamental differences in use patterns of two economies so
dissimilar as those of China and the United States.

Chinese output, as compared with that of the United States, is char-
acterized by a relative scarcity and high cost of capital goods, a rel-
ative abundance and low cost of human labor available as a factor of
production for consumer and government services, and {ow productivity .
With low per capita income, Chinese output is concentrated in compar-
atively few categorieswith a very limited range of goods. Food consump-
tion predominates, and industrial commodities are of secondary impor-
tance. On the other hand, output in the United States is characterized
by a relative scarcity and high cost of human labor, a relatively high
supply and low cost of machinery and equipment, and high productivity.
With high per capitaincome, the ‘range of commodities provided by the
US economy is enormous, and food output is a much smaller proportion
of total goods for final use. The cost of labor for consumer and govern-
ment services is high relative to the cost of commodities.

To illustrate the effects of these differences, suppose that for simplic—
ity we place all goods and servicesintwo classes, those the production

F00999R000100140001-9
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of which requires the use of much labor and relatively little capital and
those the production of which requires the use of much capital and rela-
tively little labor. Of uourse most products can be produced by alterna-
tive methods, using more or less labor relative to capital, but, at any
given relative price of caopitaland labor, it will be advantageous to
produce some products by labor-intensive methodsand others by capital -
intensive methods. In China, capital-intensive goodsand services are
relatively scarce and expensive as compared to labor-intensive ones,
whereasin the United States capital-intensive goods and services are
relatively inexpensive and plentiful as compared to labor-intensive ones.
Conversely, when US products are priced in yuan, the prices of capital-
intensive products are increased considerably relative to those of labor-
intensive ones. Hence in the dollar comparison Chinese output is valued
far higher relative to US output than in the yuan comparison.

Aswas suggested in Chapter 1, in a sense the comparison in dollars is
an evaluation from the American viewpoint and the comparison in yuan

an evaluation from the Chinese viewpoint. However, at the relative

prices of labor-intensive and capital-intensive Chinese goods which
prevail when they are priced in dollars, the Chinese government and
people would not produce and use as large a volume of labor-intensive
goods as they do in fact produce and use. Instead they would desire and
would produce more capital-intensive products (necessarily altering
methods of production so as to use somewhat more labor in producing
them). The value of these would be less than the value (when priced in
dollars) of the labor-intensive goods foregone, and the total doliar
value of Chinese output would fall.

Conversely, at the relative prices of capital -intensive and labor-~
intensive US products which prevail when they are priced in yuan,

Americanswould desire and would produce more of the labor-intensive
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goods than in fact they do produce and use (altering methods of produc-
tion so as to use somewhat more capital in producing them). The shift
would reduce the yuan value of US output.

Hence either direct comparison givesa somewhat distorted impression
of the relative producing power of the two countries. The two compari-

sons are more extreme than "true" comparisons from the Chinese and

American viewpoints, respectively, would be. Nevertheless, the two com-

parisons give a more meaningful picture of relative production in the
two countries than does comparison by means of the exchange rate be-
tween the two countries.

+ Table 17 presentsa comparison of expenditures for consumption in
Communist China and inthe United States for 1952. A comparison of pur-
chasesby the governments of Communist China and the United States in
1952 s presented in Table 18, and Table 19 presentsa comparison of invest-
ment expenditures in China and in the United Statesin 1952. A summary
comparison of the 1952 GNP of China and the United States in yuan and
in US dollars is presented in Table 20. A comparison of Communist
China's 1955 GNP in US dollars, derived by adjusting the detailed com=-
parison made for 1952 by price indexes, is presented in Table 21.

Comparison of Consumption Expenditures

The use of the exchange rate would indicate thatin 1952 aggregate
consumption in China was about US $24.2 billion, per capita expendi-
ture being about $42, on which basis per capita expenditures of US
residents would be more than 33 times those of the Chinese. Direct val-
uation of Chinese consumption expenditures in US prices indicates an
aggregate value of $54 billionand per capita expenditures of $94, more
than double the estimate obtained by using the official exchange rate.

On that basis, computed US per capita expenditures are 15 times those in
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Table 17

COMPARISON OF EXPENDITURES FOR CONSUMPTION IN
COMMUNIST CHINA AND THE UNITED STATES IN 1952

Communist China

Value  Price Ratio Value
(Billion  (Yuan Per (Billion
Expenditures Yuan) Dollar) Dollars)
Consumer goods
Imputed vu|ue’?f farm home
consumption 21.60 1.00 21.60
Other sales 23.05 1.10 20.95
Total Consumer Goods (44.65) (42.55)
Consumer services
House rent 3.84 .48 8.00
Other 2.28 68 3.35
TOTAL 50.77 .94 53.90
Chinese expenditures as a per cent of US expenditures 24.7

.
Less imputed value of services estimated ot 2.20 billion yuan.
Table 18

COMPARISON OF PURCHASES BY THE GOVERNMENTS OF
COMMUNIST CHINA AND THE UNITED STATES IN 1952

Communist China

Value  Price Ratio Value
(Million (Yuan Per  (Million
Expenditures Yuan) Dollar) Dollars)
Goods and services 4.78 2.28 2.10
Compensation of employees
Military 1.45 .30 4.83
Other 1.69 .28 6.04
TOTAL 7.92 .61 12.97
Chinese expenditures as a per cent of US expenditures 16.8

[143]
Table 17

COMPARISON OF EXPENDITURES FOR CONSUMPTION IN
COMMUNIST CHINA AND THE UNITED STATES IN 1952

United States
Value Price Ratio Value
(Billion (Yuan Per  (Billion

Expendih.;res Dollars)  Dollar) Yuan)
Consumer goods

,Food 69.973 3.16 221.115
Other 72.854 6.47 471.365
Total Consumer Goods (142.827) 4.85 (692.480)
Consumer services 35.034 0.47 16.465
Rent and personal business charges 40.563 1.08 43.810
TOTAL 218.424 3.45 752.755

Chinese expenditures as a per cent of US expenditures 6.7

Table 18

COMPARISON OF PURCHASES BY THE GOVERNMENTS OF
COMMUNIST CHINA AND THE UNITED STATES IN 1952

United States
Value  Price Ratio  Value
(Million (Yuan Per  (Million

Expenditures Dollars)  Dollar) Yuan)
Adminisirative
Construction 7.827 3.89 30.447
Goods 5.067 2.58 13.073
Wages 15.785 .28 4.420
Military
Goods 33.313 5.44 181.223
Wages
Military 11196 .30 3.360
Civilian 3.912 .28 1.118
TOTAL 77.180 3.03 233.641
Chinese expenditures as a per cent of US expenditures 3.4
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Table 19

COMPARISON OF INVESTMENT EXPENDITURES BY COMMUNIST
CHINA AND THE UNITED STATES IN 1952

Communist China

Value  Price Ratio Value

(Million  (Yuan Per  {Miltion
Investment in: Yuan) Dollar) Dollars)
Machinery and equipmenf’ 1.53 5.10 .300
Construction! 5.45  1.54 3.540
Agriculture .70 5.10 135
Inventories 2.4 2.30 _1.045
TOTAL 10.09 2.00 5.020

Chinese expenditures as a per cent. of US expenditures 9.9

*25.3 per cent of completed investment plus major repairs.
Plus 800 million yuan imputed value of farm investment.

& China. When consumption expenditures in the United Statesin 1952 are
valued in yuan, however, the high cost of gasoline, durable goods, and of

P many food items not standard in the Chinese diet result in a yuan-dollar

ratio almost four times higher than that derived for the Chinese product
mix. Thus US residents in China would need to spend 4,830 yuan per

capita to duplicate the average per capita consumption expenditures in
the United States. This is 55 times the average Chinese expenditures of

88 yuan per capita.

Purchases of services by Chinese consumers loom much larger within
total consumption when consumer goods and services in both countries are
priced in dollars than when both are priced in yuan, since this output is
i : labor-intensive. When valued indollars, the Chinese output of services,

not including government communal service, is about 21 percent of con~-
b sumption as compared with 12 percent when valued inyuan. On the other

hand, in the United States, output of services in dollars is about 35percent

of ption expenditures; in yuan the p tage is 8 per cent.
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Table 19

COMPARISON OF INVESTMENT EXPENDITURES BY COMMUNIST
CHINA AND THE UNITED STATES IN 1952

United States
Valuve Price Ratio Valve

(Million  (Yuan Per  (Million

Investment in: Dotllars) Dollar) Yuan)
Equipment 23.307 5.10 118.865 |
Construction 23.723  1.85 43.885 |
Inventories _3.625 5.50 _19.940

JTOTAL 50.655 3.61 182.690
Chinese expenditures as a per cent of US expenditures 5.5

Comparison of Government Purchases
The dollar valuation of Chinese C ist Yuan ditures for

P

government and military services also shows a relatively low value for
commodity purchases and a high value for manpower purchases in the
form of wage expenditures. In dollar value, Chinese purchases are 17
per cent of US expenditures. When US expenditures are valued in yuan,
however, the expenditures of the Chinese government are only 3 percent

of those of the United States

Comparison of Investment Expenditures

Chinese investment expenditures constitute 9.9 per cent of those in
the United States when both are priced in doliars, but only 5.5 percent

when both are priced in yuan. About half of the expenditures for invest-

ment in the United States, luding i in

g

t inC ist China

fes, are for

hii ditures for

y and equip

equipment in 1952 were about 29 per cent of such investment. By
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Table 20
COMPARATIVE VALUE OF CHINESE AND US GROSS
NATIONAL PRODUCT IN 1952
Comparison in Dollar Values
Average Value of
Chinese  Yuan-Dollar Chinese
GNP Ratio for Output
(Billion Chinese (Billion
Yuan) Product Mix Dollars)
Consumption 50.77 0.94 53.90
Government purchases 7.92 0.61 12.97
Gross domestic investment 10.09 2.00 5.02
Net foreign investment -0.92 ~0.44"
TOTAL 67.86 0.95 71.45
Chinese GNP as per cent of US GNP 20.6

Converted at official exchange rate for 1952 of 2.10 yuan to 1 US dollar.

Table 21

VALUATION OF COMMUNIST CHINA'S GNP IN
TERMS OF US PRICES IN 1955

Comparison in Yuan Values

Average Value of
Chinese  Yuan-Dollar Chinese
GNP Ratio for QOutput
(Billion Chinese (Billion
Yuan) Product Mix Dollars)
Consumption 67.50 1.02 65.97
Government purchases 10.73 0.70 15.30
Gross domestic investment 14.95 1.95 7.65
Net foreign investment ~1.08 —0.44"
TOTAL 92.10 1.04 88.48
Chinese GNP as per cent of US GNP 22.6

*
Converted at the 1955 exchange rate of 2.46 yvan to 1 US dollar, based on
the cross rate with the pound sterling.
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Table 20

COMPARATIVE VALUE OF CHINESE AND US GROSS
NATIONAL PRODUCT IN 1952

Comparison in Yuan Values

Average Value of
Yuan-Dollar us
us GNP Ratio for Output
(8itlion us (Billion
Dollars)  Product Mix Yuan)

, Consumption 218.42 3.45 752.76
Government purchases 77.18 3.03 233.64
Gross domestic investment 50.66 3.61 182.69

* Net foreign investment -0.16 -0.34"

TOTAL 346.10 3.38 1,168.75

_ Chinese GNP as per cent of US GNP, 5.8

*comverted at official exchangs rate for 1952 of 2.10 yuan to 1 US dollar.

Table 21

VALUATION OF COMMUNIST CHINA'S GNP IN
TERMS OF US PRICES IN 1955

Comparison in Yuan Values

Average Value of
Yuan-Dollar us
US GNP Ratiofor Qutput
(Billion us (Billion
Dollars) Product Mix Yuan)
Consumption 253.97 3.71 941.76
Government purchases 76.80 2.96 227 .46
Gross domestic investment 60.56 3.07 185.80
Net foreign investment -0.47 1.6
TOTAL 390.86 3.46 1,353.86
Chinese GNP as per cent of Us GNP 6.8

*Converted at the 1955 exchange rate of 2.46 yuan to 1 US dollor, based on
the cross rate with the pound sterling.
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converting Chinese investment expenditures to dollars the proportion of
total investment used for equipment isreduced to about 11 per cent, since
the labor used increases greatly in value relative to machinery and equip~
ment when the two are priced in US prices. The comparison shows the much
larger proportion of US gross investment expended for additions of ma=-
chinery and equipment to the capital stock. The difference between the
value ratios of the Chinese to the US product mix indollarsand inyuan,
however, ismuch less than for consumption or government purchases.
Summary of Comparison between the GNP of Com~

munist China and the GNP of the United States

Two factors in combination determine the results of these comparisons
of the GNP of China and of the United States: differing price structures
and differing product mixes. Behind these lie differing factor endowments
and differing techniques in production. Using the Chinese product mix, a
yuan-dollar ratio of 0.95 yuan perdollar is obtained, resulting inadollar
value of Chinese GNP of $71 bitlion. Conversely, when the US product
mix is employed, ayuan—dollar ratio of 3.38 yuanperdollaris obtained,
implyinga dollar value of Chinese GNP of about $20 billion. These valu-
ations serve asameasure of the relatively small capability of the Chinese
economy for producing and using a wide range of goods, for adding the com-
plex equipment required to increase rapidly the productivity of the Chinese
economy, and for adding complex weapons and equipment needed to
modernize the military establishment of China.

Valuation of China's 1955 GNP in
1955 US Prices

The detailed price comparisons for 1952 have been roughly adjusted
for price trends in each country by major category, such as food prices
and construction costs, in order tovalue China’s GNP in 1955 at 1955

US prices. Table 21 summarizes the results.
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APPENDIX

DIRECT VALUATION OF
AGRICULTURAL PRODUCTION,
1952

The followingtable summarizes the results of an estimate of the
value of agricultural production in 1952 usingestimates of physical produc-
tion and available price data. Such an estimate is necessary to analyze
and evaluate the aggregate figures in official statistics and for production

indexes for major compenents of agricultural output. The estimates derived

here are presented in column 2 of Table 2, page 20.
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ESTIMATE OF FARM VALUE OF FARM PRODUCTION, 1952"
(Billion Yuan)
Average Farm
Value at Procurement Prices
City Retail as Percentage of Value at
Prices City Retail Prices  Farm Prices
Basic food crops 30.97 66# 2().36t
Industrial crops
Cotton i ce 1 .38§
Oitseeds 89 70! 62
Jute, flue-cured
tobacco, and sugar .94 50" .47
Vegetables and fruits 3.00 75'II 2.25
Tea .09 50‘ .05
Livestock and poultry
products—meat, poultry,
and eggs 7.16 70M 5.01
Silk and wool 42 sof 21
Subtotal 30.35
Production not valued 1.60"
TOTAL 31.95
Subsidiary occupations
Forestry products 7ot
Marine products .34“

*

The estimates for physical production are based on *The Statistical Tables,*
except for other oilseeds besides peanuts and rapeseed, vegetables, fruit, wool,
forestry products, poultry, and eggs. Meat production was estimated from livestock
figures and average slaughter rates. Pr ion of vegetables was estimated af
19.3 million tons and fruits at 3.8 million tons, based on sample per capita con-
sumption of these products inrelation to consumption of basic food crops. Produc—
fian estimates for sesame and miscellaneous oilseeds, wool, and fuel wood are pro=
jected from data on pre-Communist production, and eggs and poultry are estimated
on the basis of the ratio of poultry fo livestock numbers.. Half of lumber is re-
ported in the First Five Year Plan as produced by individuals.

tes S

City retail prices for most agricultural products are availoble with muchwider
coverage than farm procurement prices For basic food crops and cotton, data on
farm procurementpricesare used. Other products have been valuedat city retail

(1511

pricesand data are used on the average ratio of farm procurement prices fo city
retail prices to secure an estimate of the farm value of production.

*bata on farm procurement prices for 1953-1955 are used for valuingall basic
food crops except sorghum, barley, peasand beans, and potatoes. For these crops
the average farm procurement price for paddy rice is used together with the ratio
of the crop concemed fo paddy rice that was fixed for tax collections in Kiangsi
{Kiangsi Jih-pao [Kiangsi Daily], Nan—ch'ang October 20, 1956) to secure an
estimated price for these crops. In the case of rice and wheat sufficient price
quotations were available to warrant using an average price weighted by the
estimated production for each province concemned. The total value of output in
prices of 1953 andafter were converted to estimated 1952 prices by applying the
8 percent rise in p pri: din the C ist press (see page
110). The average value at retail prices, allowing for weight lost in processing, and
the ratio of the farm procurement price to the city retail price are given solely
for purposes of comparison with other agricultural products.

The farm procurement price for cotton is taken as 8.5 times that for unhulled
en [ Peoples Practical Economic Dic~

rice (Kuo-min Ching—chi Shih-yung T:
tionary |, Shanghai, 195 )]

‘Since, according to an article on the relationship of purchasing and selling
prices to farmers of typical commodities (Ta Kun Pao, Tientsin, July 18, 1956),
the purchase price for peanut oil is 69 per cent of The selling price, 70 per cent is
used for oilseedsin the absence of better data. The same article gives the rela-
tionship for porkas 69 per cent, brown sugar as 52 per cent, leaf tobacco as 49 per
cent, juteas 46 percent, and ramie as 50 per cent. An average of 50 percent is
therefore used for the other industrial crops, and 70 percent for meat, poultry,
and eggs.

Farm prices for vegetablesare not available, but much of this produceis sold
directly by farmers, no processing is involved, and the average differential inall
likelihood is somewhat less than for meat or vegetable oils.

P

This allows 5 per cent of total farm production, excluding subsidiary farm
income for fodder crops and miscellaneous crops not included in the direct valu-
ation of farm production.

it
Production of fuel wood is valued at 66 percent of city prices for fuel wood,
as with basic food crops. Lumber and marine products are valued on the basis of
data on procurement prices.
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INDEX

Tables dre denoted by an asterisk (*}. References to the Sector
Accounts (Tables 11-V1) will be made to those items of the sector accountin
the chapter inwhich they are estimated and not to the corresponding items in
other sector accounts.
]

by types of commoditjes
indexes, 1950-1957, 23-25 ]
1952*, 20-21, 149-150 |

Accounts, national
see Gross national product

Administration
see Government administration estimated for 1952, 17-23, 149-
Agricultural business sector 150
. -methods of estimation, 15 estimated for 1950-1957
reliability of estimates, 16 constant prices, 25
| 1950-1957*, 16=17 current prices, 25
i Agricultural income production costs :
Communist statistics, 31 intrasector purchases
percentage of gross national in- estimation of, 29-33
come official statistics, 1952*, 31
discussed, 10 purchases from nonagricultural
: 1950-1957, 9 business sector
Agricultural loans estimation of, 26-29
e increases in, 1950-1957, 47 1950-1957%, 16-17
total outstanding, 1952-1956%, 28 | Assets
i Agricultural sales see Fixed assets
to the nonagricultural sector
estimation of, 35-38 Bank deposits
K 1950-1957*, 15-16 increases in, 47, 97
total sales, 35 Bond purchases
1950-1957*, 15-16 by occupational group, 1950-1957%
see also Consumption expenditures 108-109
Agriculture net purchases, 100
gross value of production . Budget expenditures .
[153]
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by budget category, 1950-1957,
120-121
capital construction, 54-56
economic construction
agricultural, 57-58
discussed, 53-54, 120
see also Government expenditures;
Gross domestic investment, state
investment
Budget revenue
by occupational group
nontax receipts
discussed, 106-107
1950-1957*, 108-109
taxes, 101-104
see also State enterprises, profits
and depreciation allowances;
Taxes and nontax receipts
Business income
see Agricultural income; Non-
agricultural nonstate enterprises;
State enterprises
Business inventories
see Inventory change

Capital construction
completed inside and outside state
plan
1950-1952, 1956*, 135-136
see also Budget expenditures;
Gross domestic investment, state
investment
Capital consumption cllowances
see Depreciation; Major repairs;
State enterprises, profits and de-
preciation allowances
Comparison of China and United
States
see Gross national product; title
of component expenditures

military personnel
estimation of, 117-120
1950-1957%, 102-103
nonagricultural business enterprises
estimation of, 79-80
1950-1957*, 40-41
private nonagricultural enterprises
estimation of, 72-78
state, cooperative, and joint state-
private enterprises
estimation of, 68-72
total compensation
percentage of gross national in-
come
discussed, 10
1950-1957, ¢
1950-1957*, 12-13
Constant prices
see Gross national product; title of
component expenditures
Construction
employees, 70, 74-75
income of
nonstate enterprises, 1950-1957*,
88-89
state enterprises, 1950-1957*%,
82-32
see also Capital construction; Gross
domestic investment
Construction materials
farm purchases, 1952-1956*, 28
materials for house repairs, 1950-
1957, 48-49
Consumer services
income
agricultural, 34-35
nonagricultural
estimation of,, 81
1950-1957%, 40-41

see also Consumption expenditures
o N

p on of employ ption expenditures
fringe benefits, 78-79 comparison of China and United
government personnel States

estimation of, 71-72, 120
1950-1957*, 102-103

discussed, 141-144
1952*, 142-143

Br T
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farm home consumption
estimation of, 37-38
1950-1957%, 16-17
nonagricultural sales of consumer
goods
estimation of, 39-46
1950-1957*, 40-41
rent
agricultural rent and consumer
services
estimation of , 34=-35
1950-1957%, 16-17
. nonagricultural
estimation of, 46-48
1950-1957*, 40-41
services
. agricultural
see rent above
nonagricultural
estimation of, 49-50
sales to farmers, 47, 50
1950-1957%, 40-41
total expenditures
in constant prices
estimation of, 130-131
1950-1957%, 132-133
in current prices, 1950-1 957*,
12-13
percentage of gross national
product
discussed, 7
1950-1957, 6
Corporate income
see State enterprises, income of
Culiure, education, and health
employees
compensation of, 71-72
1950-1957%, 102-103
number of, 70, 74-75
expenditures for, 121
state investment in, 121-122
transfer payments, 123-124

Defense
see Military forces

[155]

Definitions of concepts and terms,
1,14
Depreciation
agricultural, 1952, 31
see also Major repairs; State enter—
prises, profits and depreciation
allowances
Discrepancy
discussed, 93
1950-1957*, 40-41
Disposable income
see Household sector
Distributive shares
see Gross national income
Domestic trade
see Trade, domestic

Economic construction
see Budget expenditures
Education
* see Culture, education, and health
Employee compensation
see Compensation of employees
Employees, number of
government personnel
1952*%, 70
1952-1957%, 74-75
military personnel, 118
private nonagricultural enterprises
by sector, 1950-1955%, 74-75
1952, 73
1950-1957*, 74-75
state, cooperative, and joint
state~private enterprises
by sector, 1952*, 70
1952, 70
1950-1957*, 74~75
Estimation
see Methodology
Exports
1950-1957, 51
see also Foreign trade; Net foreign
investment

Farm home consumption
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see Consumption expenditures
Fishing
see Agriculture
Fixed assets
industrial
net in 1952 and 1955, 62
nonstate, 59-60
state, 62, 91-92
nonagricultural, 60
Forced labor
income
discussed, 120
1950-1957%, 102-103
see also Taxes and nontax receipts
Foreign exchange rate, 138, 147
Foreign investment
see Net foreign investment
Foreign trade
gold production, 52
income from
nonstate enterprises, 1950-1957%,
88-89
state enterprises, 1950-1957*%,
82-83
remittances, 51-52
total imports and exports, 51
see also Exports; Imports
Forestry
income from
discussed, 87
nonstate enterprises, 1950-1957%,
88-89
state enterprises, 1950-1957%,
82-83
see also Agriculture

Government administration
employees
compensation, 71-72
1950-1957*, 102-103
number of, 70, 74-75
expenditures for, 121, 122
Government expenditures
interest

estimation of, 124-125
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1950-1957%, 102-103
purchases from nonagricultural
sector
estimation of, 120-123
1950-1957%, 102-103
total purchases
comparison of China and United
States
discussed, 145
1952%, 142-143
in constant prices
estimation of, 131-132
1950-1957*, 132-133
in current prices
1950-1957%, 12-13
percentage of gross national
product
discussed, 5
1950-1957, 6
transfer payments
estimation of, 123-124
1950-1957%, 102-103
see also Budget expenditures; Com-
pensation of employees
Government receipts
estimation of, 101-117
1950-1957*, 102-103
see also Indirect taxes; Tax collec-
tions in kind; Taxes and nontax
receipts
Government sector
1950-1957%, 102-103
Goverament surplus
discussed, 125
percentage of gross national
product, 8
1950-1957%, 102-103
Gross domestic investment
agricultural investment
intrasector purchases
estimation of, 26, 29-33
1950-1957%, 16-17
purchases from nonagricultural
sector
estimation of, 26-29

1950-1957*, 40-41
nonagricultural nonstate enterprises
estimation of, 59-61
1950-1957*, 40-41
state investment
defined, 52-55
estimation of, 55-59
for agriculture, 57-58
for culture, education, and
health, 121-122
percentage of gross national
product, 5
1950-1957%, 40-41
total expenditures
comparison of China and United
States
discussed, 145-148
1952%, 144-145
in constant prices
estimation of, 133-134
1950-1957%, 132-133
in current prices
1950-1957%, 12-13
percentage of gross national
product
discussed, 5, 7
1950-1957, 6
see also Gross saving and invest—
ment; Inventory change
Gross national expenditures
see Gross national product
Gross national income
by distributive shares
discussed, 7-10
1950-1957, 9
1950-1957%, 12-13
Gross national product
by major components
in constant prices
discussed, 1-2
1950-1957*, 132-133
in current prices
1950-1957%, 12-13
comparison of China and United
States
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discussed, 3-4, 139-141, 148
per capita, 3-4
1952%, 146-147
1955%, 146-147
per capita, in constant prices,
1950-1957%, 2
percentage distribution
by type of expenditures
discussed, 4-7
1950-1957, 6
see also Gross national income
Gross saving and investment
discussed, 127
by major components
1950-1957%, 128-129
percentage of gross national
product, 7-8
Growth of the economy
discussed, xvii, 1-2
1950-1957%, 2
see alse Gross national product, in
constant prices

Handicrafts
agricultural
discussed, 22-23, 25, 31-32
1952%, 20-21
1950-1957, 25
nonagriculfural
compensation of employees, 77-78
income originating
1950-1957*, 90-91
indirect taxes
1950-1957, 105
Health
see Culture, education, and health
Household sector
discussed, 96, 100
1950-1957*, 98-99
see also Consumption expenditures;
Personal saving

Imports
1950-1957, 51, 68
see also Foreign trade; Net foreign
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investment
Imputed income
see Compensation of employees,
fringe benefits; Consumption ex-
pendi , farm home
tion; Forced labor; Rental income
Income, national
see Gross national income; Na-
tional income
Income originating
see titles of specific sectors
Income, personal
see Gross national income; House-
hold sector
Indirect taxes
estimation of, 105-106
1950-1957%, 102-103
Industry
employees, 70, 73, 74-75
income from
nonstate enterprises, 1950-1957%,
88-89
state enterprises, 1950-1957%,
82-83
indirect taxes, 105
see also Inventory change; Fixed
assets
Interest
see Government expenditures
International comparison
China and United States
see Gross national product;
titles of component expendi-
tures
Inventory change
estimation of, 61-68
farm stocks of consumer goods, 38
industry
estimation of, 62-64
1950-1957*, 62-63
private trade
estimation of, 66~67
1950-1957*, 62-63
state, joint state-private, and
cooperative trade

estimation of, 64-66
1950-1957*, 62-63

stocks of government tax collec-

tions in kind

estimation of, 114-117
1950-1957*, 62-63

1950-1957*, 40-41

Investment

see Gross domestic investment;

Gross saving and investment

Labor camps
see Forced labor
Labor force
see Employees, number of

Maior repairs
state enterprises
expenditures, 56=57
income, 91-92
Methodology
discussed, xvii-xxiv
framework of national accounts, 11
methods of estimation, xxi-xxiv
see also Reliability of the estimates
Military forces
employees
compensation, 119-120
1950-1957*, 102-103
number of, 117-118
expenditures for, 121
possible understatement in 1952, 5

National accounts
see Gross national product; Gross
national income
National income
Communist statistics on
discussed, xviii
1952, 31
see also Gross national income;
Gross national product
National product
see Gross national product
Net foreign investment

-xix

comparison of China and United
- States
1952%, 146-147
1955%, 146-147
in constant prices
estimation of, 132-133
1950-1957%, 132-133
in current prices
discussed, 11, 127
1950-1957%, 12-13
percentage of gross national
product
discussed, 7
1950-1957, 6
purchases from abroad
estimaticn of, 68
1950-1957%, 40-41
sales abroad
estimation of, 51-52
1950-1957*, 40-41
Nonagricultural business sector
1950-1957%, 40-41
Nonagricultural nonstate enterprises
income of :
estimation of, 86-88
percentage of gross national in-
come
discussed, 10
1950-1957, 9
sector of origin
1950-1957*, 88-89,90
1950-1957%, 40-41
see also Consumer services; Rental
income
Nonstate enterprises

see Nonagricultural nonstate enter-

prises
Nontax receipts
see Taxes and nontax receipts

Output
see Gross national product

Peddlers
see Trade, domestic

[159]

Personal consumption
see Consumption expenditures
Personal income
see Household sector
Personal saving
direct estimate of, 96-100
1950-1957*, 98-99
percentage of gross national
product, 8
residual in household sector account
1950-1957*, 98-99
Prices
Communist price policies, xvii-xviii
farm procurement, 18-19, 22,
150-151
index of, 25, 130
index of basic food crops, 110
nonagricultural business sales to
households
index for 1950-1957%, 134
nonagricultural investment costs
index of , 135-137
tax valuation for government col-
lections in kind, 115-116
wholesale price index, 134
see also Gross national product,
comparison of China and United
States
Profits
see Nonagricultural nonstate
enterprises; State enterprises

Reliability of the estimates
limitations, xvii-xvi
use of Chinese Communist statis=

ties, xviii=xxi
see also Methodology; under titles
of particular series

Rental income
agricultural rent and consumer

services, 34-35
nonagricultural income
estimation of, 80-81
1950-1957*, 40-41
see also Consumption expenditures
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Rest of the world
see Foreign trade; Net foreign in-
vestment
Retail sales
farm purchases of production ma-
terials
by types of commodities
1952-1956*, 28
estimation of, 27-29
materials for house repairs, 45-46
to farmers, 46-47
to government and business enter-
prises, 42-45
to inhabitants, 43-44
to nonagricultural population, 48
total sales
discussed, 39-40
1950-1957, 39

Saving
see Government surplus; Gross
saving and investment; Personal
saving; State enferprises
Services

see Discrepancy
Statistics
Chinese Communist, xviii-xxi
see also Methodology
Supplements fo wages and salaries
see Compensation of employees,
fringe benefits

Tax collections in kind
changes in stocks
estimation of, 116-117
1950-1957%, 116-117
discussed, 92-93, 111-112
gain or loss from resales
estimation of, 114-117
1950-1957*, 162-103
government receipts from resales
estimation of, 114-117
1950-1957*, 113-114
see also Taxes and nontax receipfs,
agricultural
Taxes and nontax receipts
agricultural
budget revenue, 104

see C services; Ce F

tion expenditures; Rental income
Sources and methods
see Methodology
Soviet loans
1950-1957*, 108-109
State enterprises
income of
estimation of, 88-93
1950-1957%, 40-41
major repairs, 91-92
percentage of gross national in-
come
discussed, 7-8, 10
1950-1957, 9
profits and depreciation allow-
ances, 89
sector of origin
discussed, 86-87
1950-1957*, 83-85
Statistical discrepancy
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.36
estimation of, 107, 110
nonbudget revenue, 113
1950-1957*, 102-103
miscellaneous government receipts
fees for educational,, health, and
cultural services
estimation of, 111
1950-1957*, 102-103
sales of output of labor camps
estimation of, 111
1950-1957%, 102-103
nonagricultural nonstate enter-
prises
estimation of, 110-111
1950-1957%, 102-103
state enterprises
estimation of, 106
1950-1957*, 102-103
see also Budget revenue; Indirect
taxes; Tax collections in kind

Trade, domestic
employees, 70, 73, 74-75
income from
nonstate enterprises, 1950-1957%,
83-89
state enterprises, 1950-1957%,
82-83
peddlers
income originating, 1950-1957*,
90
see also Inventory change; Retail
sales
Fransfer payments
see Government expenditures
Transportation
employees, 70, 73, 74-75
* income from
nonstate enterprises, 1950-1957%,
88-89
state enterprises, 1950-1957%,
82-83
native transportation and handling
services

[161]
income originating, 1950-1957% 90

Undistributed income
see State enterprises
Unincorporated income
see Agricultural income; Consumer
services; Nonagricultural non-
state enterprises; Rental income

Wages and salaries
average annual wage, 1952
by sector, 1952%, 70
in nonagricultural private enter-
prises, 73, 76-77
in state, cooperative, and joint
state—privaie enterprises and
government organs, 69-71
military personnel, 119
average money wages
index of, 1950-1957%, 134
real wages
index of, 1950-1957*, 134
see alsa Compensation of employees
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